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This	 study	 investigates	 the	 documentary	 discrepancy	 risks	 within	 the	 letter	 of	 credit	













of	 complex	 documents	 processed,	 unusual	 requirements	 and	 ambiguity	 of	 the	 letter	 of	
credit	 are	 responsible	 for	 manifesting	 documentary	 discrepancies.	 The	 empirical	 results	
were	obtained	by	analysing	920	letters	of	credit,	shipping	documents	related	to	the	NNPC	
crude	oil	transactions.	The	significance	of	categorised	discrepancies	associated	with	NNPC’s	





Secondly,	 the	 findings	 indicate	 that	 three	discrepancy	risk	categories	–	 late	presentation,	
late	 shipment	 and	 inconsistencies	 are	 found	 to	 be	 significant	within	 the	 letter	 of	 credit.	
These	identified	discrepancy	risk	categories	potentially	lead	to	payment	delays.	Thirdly,	this	
thesis	concludes	that	the	operational	process	of	the	NNPC’s	letter	of	credit	 is	affected	by	
nine	 factors	 that	give	rise	 to	 the	discrepancies.	Fourthly,	 this	 thesis	suggests	 that	several	
elements	are	believed	to	be	the	causes	and	sub-causes	of	the	discrepancies	in	the	Nigerian	
















































International	 trade	 finance	 has	 gained	 a	 statutory	 recognition	 in	 international	 trade	













Nigeria,	 more	 emphasis	 and	 attention	 have	 been	 focused	 on	 understanding	 the	 the	
















The	 global	 trading	 activities,	 which	 cover	 business	 transactions	 between	 exporters	 and	
importers,	underpinned	by	movement	of	 goods	and	 services	under	 terms	of	 commercial	








the	 different	 trade	 parties	 would	 have	 opposing	 attitudes	 toward	 the	 arrangement	







Conversely,	 open	accounts	 exist	when	 confidence	between	 the	 importer	 and	exporter	 is	
perfectly	 developed.	 Unlike	 CIA,	 the	 exporter	 transfers	 the	 goods	 without	 any	 formal	
assurance	that	the	importer	will	honour	its	obligation,	exposing	the	exporter	to	the	risk	of	
non-payment	and	cancelation	(Briggs,	1994).	Although	these	two	methods	are	the	simplest	
and	 cheapest,	 they	 have	 the	 greatest	 potential	 for	 default	 and	misconduct	 by	 partners	




exporters	 who	 are	 unwilling	 to	 trust	 each	 other,	 more	 proper	 financial	 instruments,	









positions	 the	 bank	 as	 the	 intermediary	 to	 transmit	 unconditional	 documents	 from	 the	







Furthermore,	 from	the	exporter’s	point	of	view,	a	 letter	of	 credit	 is	 the	most	acceptable	
financial	instrument	that	provides	payment	security	against	possible	risks.	This	is	basically	





International	 Chamber	 of	 Commerce	 (ICC)	 in	 2007,	 which	 are	 adhered	 to	 by	 financial	
institutions	around	the	world	 (ICC	Banking	Commission,	2011).	Generally,	 these	rules	are	





exporter,	 there	 is	 always	 an	 unforeseen	 aspect	 of	 risks	 that	 consequently	 affect	 its	
operational	process.	From	an	international	trade	perspective,	environmental	risks	are	the	
most	challenging	issue	when	dealing	with	letters	of	credit	(Grassi,	1995).	Thus,	the	exporter	



















letter	 of	 credit	 discrepancies,	 revealing	 the	 operational	 and	 process	 risks	 that	 affect	 the	
transactions.	The	concept	of	a	bilateral	contract	agreement	between	exporter,	importer	and	
the	 bank	 in	 the	 transaction	 is	 basically	 surrounded	 by	 an	 exchange	 of	 promises	 and	







the	documentary	discrepancies	are	perhaps	one	of	 the	biggest	problems	 in	 international	
trade	transactions.	Empirical	evidence	from	the	survey	undertaken	by	International	Financial	
Services	Association	 (IFSA)	 claims	 that	 73	percent	of	 the	documentary	presentations	 are	
found	 to	 be	 discrepant	 (Senechal,	 2011).	 In	 other	 words,	 documents	 submitted	 by	 the	
exporter	to	the	banks	do	not	comply	with	the	letter	of	credit	requirements.	This	finding	is	




















Initiative	 (NEITI),	 the	oil	and	gas	 industry	stands	as	 the	 largest	contributor	 to	 the	 foreign	








by	 the	 author.	 Zhang	 (2012)	 argues	 that	 risks	 can	 only	 be	 reduced	 through	 the	 risk	
management	process,	but	cannot	be	eliminated.	However,	“because	of	the	widespread	use	
of	Letters	of	Credit	there	is	an	opportunity	to	identify	optimal	business	processes	to	avoid	
risk”	 (Bergami,	2011	p.5).	Thus,	 it	becomes	necessary	 for	an	exporter	 to	 seek	protection	
against	possible	risk.		
	





From	 the	 foregoing,	 it	 appears	 that	 there	 is	 no	 known	 research	 that	 has	 empirically	
investigated	 the	 documentary	 discrepancy	 risks	 in	 the	Nigerian	 crude	 oil	 exports,	 as	 the	
crude	 oil	 letter	 of	 credit	 operation	 is	 too	 complex.	 Consequently,	 this	 has	 significant	














































to	 be	 adopted	 in	 research,	 this	 study	 is	 in	 line	 with	 the	 interpretive,	 established	 in	 the	
paradigmatic	 framework	 of	 Burrell	 and	 Morgan	 (1979).	 The	 justification	 of	 the	 chosen	
paradigm	is	 in	 line	with	the	assumption	that	reality	of	knowledge	is	based	on	the	human	
perception,	 experience	 and	 interaction.	 In	 addition,	 this	 research	 adopted	 a	 qualitative	
research	approach	by	case	study.	The	choice	of	the	qualitative	case	study	method	is	because	
it	provides	a	greater	exploratory	environment	and	in-depth	knowledge	of	phenomena,	and	
is,	 therefore,	 applicable	 to	 this	 research	 domain.	 The	 research	 data	 were	 collected	 and	
analysed	 to	 arrive	 at	 the	 findings	 through	 documentary	 analysis	 and	 interviews.	 The	
documents	used	are	based	on	the	examination	of	letters	of	credit,	shipping	and	transaction	













• Crude	 oil	 remains	 the	 most	 important	 component	 of	 the	 Nigerian	 economy,	
accounting	for	90	percent	of	the	country’s	foreign	exchange	earnings.	Therefore,	the	
value	of	this	research	enquiry,	which	lies	in	investigating	the	discrepancy	risks	and	
















• In	 fact,	 this	 contribution	 of	 the	 integrated	 model	 is	 so	 important,	 and	 can	 be	
employed	by	other	crude	export	organisations	as	well	as	scholars	who	may	use	it	as	




research	 in	 the	 case	 of	 the	NNPC.	 Therefore,	 in	 this	 respect,	 this	 thesis	makes	 a	












research	 (research	 problem).	 Also	 discussed	 in	 this	 chapter	 are	 the	 aim,	 objectives	 and	




































































































































underlying	need	 for	 the	 current	 research	 (research	problem).	The	 chapter	also	extended	
efforts	 to	 highlight	 the	 aim,	 objectives	 and	 significance	 of	 the	 study.	 It	 established	 that	































































contract,	 the	 exporter	 who	 sells	 and	 the	 importer	 who	 buys	 the	 goods,	 have	 different	





Bartholomew	 (1958)	 argued	 that	 the	 international	 trade	 relationship	 is	 very	 difficult	 to	
understand,	especially	when	dealing	with	an	unknown	business	partner.	This	fundamental	
trade	dilemma,	which	exists	 between	 the	 trading	partners,	 suggests	 the	 application	of	 a	










Therefore,	 for	 the	 purpose	 of	 this	 study,	 the	 term	 ‘letter	 of	 credit’	 is	 adopted,	 as	 it	 is	
commonly	used	in	international	trade	transaction.	The	documentary	credit,	letter	of	credit	
















is	 commonly	 known	 as	 UCP	 600,	 defined	 letter	 of	 credit	 as	 any	 arrangement,	 however	
named	or	described,	that	is	irrevocable	and	thereby	constitutes	a	definite	undertaking	of	the	



















































instrument	 widely	 used	 as	 a	 payment	 device	 in	 a	 variety	 of	 international	 commercial	
transactions	(Deak,	1980;	Islam,	2008),	its	operational	difficulties	make	it	unpopular	among	







Judge	 who	 presided	 over	 the	 case	 of	 National	 Westminster	 v	 Royal	 Bank	 of	 Scotland	














The	 justification	 for	 this	 is	 in	 line	with	 the	 objective	 of	 the	 research	 that	 relates	 to	 the	
Nigerian	 crude	 oil	 export.	 Although	 the	 letter	 of	 credit	 remains	 the	 preferred	means	 of	
payment	which	provides	good	protection,	especially	 in	crude	oil	 transactions,	 it	does	not	
insulate	 the	 exporter	 from	 environmental,	 operational	 and	 process	 risks,	 as	 well	 as	
disagreements	and	non-compliance	arising	from	contractual	relationship	(Yan	&	Xiao,	2013).	







(Hinkelman,	2012).	 In	practice,	 there	are	 two	major	 forms	of	 specialised	 letters	of	 credit	
‘commercial	letter	of	credit’	and	‘standby	letter	of	credit’	(Wunnicke	&	Turner,	2000).	With	
regard	to	their	distinctive	differences,	the	commercial	letter	of	credit	is	used	as	a	payment	







used	 by	 export	 organisations.	 However,	 the	 process	 risk	 of	 these	 specified	 documents	
remain	with	the	exporter,	until	they	are	accepted	by	the	bank.	A	commercial	letter	of	credit	
is	adopted	as	a	payment	method	with	the	positive	expectation	that	the	obligations	of	the	
importer	 and	 exporter	 will	 be	 performed	 (Harry	 and	 Gerald,	 2000;	Wunnicke	 &	 Turner,	
2000).	 Specialised	 credits	 have	 been	 codified	 by	 standard	 international	 principles	 -	 the	
Uniform	Customs	and	Practice	for	documentary	credit.	This	thesis	intends	to	focus	on	the	
















a	 degree	 of	 negative	 event	 will	 occur;	 that	 the	 applicant	 may	 default	 in	 performing	
contractual	or	payment	obligations.	The	International	Chamber	of	Commerce	produced	the	
International	Standby	Practice	(ISP98)	as	a	set	of	rules	outlining	the	right	and	obligations	of	
parties	 under	 standby	 letter	 of	 credit	 (Gao,	 2010;	 Hinkelman,	 2012).	 Other	 forms	 of	
specialised	credits	include	red	clause	credit,	revolving	credit	transferable	credit,	and		back-










































to	 the	 risk,	 where	 the	 payment	 security	 is	 surrendered.	 This	 is	 because	 it	 permits	 the	












the	 importer’s	 action	 terminates	 all	 binding	 agreements	 for	 the	 bank	 to	make	 payment	
(Whitehead,	1983).	Antras	&	Foley	 (2015)	argued	that	this	approach	 is	allegedly	allowing	
fraudsters	 to	 abuse	 the	 letter	 of	 credit.	 Moreover,	 because	 it	 lacks	 payment	 reliance,	
exporters	nowadays	rarely	use	it	(Biswas,	2011).	Moschouri-Tokmakidou	(1996)	postulates	










According	 to	 Moschour-Tokmakidou	 (1996),	 the	 position	 of	 revocable	 and	 irrevocable	
credits	was	first	noticed	in	Uniform	Customs	of	1933,	and	later	in	all	subsequent	revisions.	
Article	 6	 of	 the	UCP	 500	of	 1994	 for	 example,	 states	 that	 “the	Credit,	 therefore,	 should	
clearly	indicate	whether	it	is	revocable	or	irrevocable…in	the	absence	of	such	indication	the	
Credit	shall	be	deemed	to	be	irrevocable”	(Gillies	&	Moens,	1998	p.	422).	This	amendment	
was	 seen	as	a	 security	 improvement	 compared	with	UCP	400	of	1983,	which	 states	 that	
“unless	 there	was	 an	 indication	 of	 irrevocability	 a	 credit	was	 assumed	 to	 be	 revocable”	























Furthermore,	 considering	 the	 risk	 factor	 of	 unconfirmed	 credit,	 exporters	 may	 seek	 an	
additional	payment	guarantee	of	‘confirmed	letter	of	credit’	from	another	bank,	called	the	
confirming	bank,	situated	in	their	countries	(Dalhuisen,	2013).	Certainly,	whenever	this	bank	
makes	a	confirmation	decision,	 it	means	 the	obligation	 to	honour	 the	beneficiary’s	claim	
under	the	letter	of	credit	contract	becomes	binding		(Niepmann	&	Schmidt-Eisenlohr,	2017).	
To	this	extent,	the	exporter	minimises	payment	risk	by	substituting	default	risks	of	both	the	
customer	 and	 the	 issuing	 banks	 with	 the	 confirming	 bank.	 Furthermore,	 the	 exporter’s	



















Commerce	 (ICC),	 which	 established	 the	 ‘Uniform	 Customs	 and	 Practice	 (UCP)	 for	
Documentary	Credit’	(UCP	600)	as	the	underlying	principle,	is	regarded	as	the	legal	regime	
that	 transforms	 the	status	of	 letters	of	credit	across	 the	globe	 (Bergami,	2011).	The	UCP	
document	 contains	 sets	 of	 codified	 rules	 that	 govern	 the	 application	 of	 letter	 of	 credit	
transactions	adhered	 to	by	 financial	 institutions	 (Grassi,	 1995).	 The	purpose	of	UCP	 is	 to	
“facilitate	 trade,	 increase	 efficiency	 and	 decrease	 cost	 of	 international	 transactions	 by	
promoting	standardization	of	international	banking	and	commerce	practices	and	procedure”	
(Youssef,	1998,	p.	2).	Apart	from	UCP,	many	other	uniform	rules	have	been	issued	by	the	ICC	











In	 view	of	 the	 increasing	 importance	of	 letters	 of	 credit	 around	 the	world,	 the	 ‘Uniform	
Regulations	for	Commercial	Documentary	Credit’	was	introduced	in	1929	as	a	law	backing	
for	international	trade	(Moschouri,	1995).	Nevertheless,	this	regulation	failed	to	gain	global	
acceptance	 because	 its	 provisions	 were	 only	 limited	 to	 banking	 practice	 in	 France	 and	
Belgium	(Bergami,	2007).	The	world	business	players	then	further	stimulated	the	need	for	
legal	development.	Thus,	the	pioneering	effort	to	achieve	this	uniformity	was	made	by	the	
ICC	 in	 1933	 (Moschouri-Tokmakidou,	 1996),	 which	 came	 up	 with	 new	 rules,	 Uniform	
Customs	and	Practice	(UCP)	for	Commercial	Documentary	Credit.	The	statement	on	UCP	was	
formulated	in	its	7th	congress	in	Vienna,	Austria.	It	was	the	first	the	internationally	accepted	
























transport	 executive,	 academicians	 and	 other	 stockholders	 involve	 in	 letter	 of	 credit	
transaction.	Prior	to	the	release	of	UCP	600,	documentary	rejection	by	banks	had	become	
one	of	the	most	 important	 issues	(Kazmierczyk,	2006).	An	analysis	by	 	Manganaro	(2011)		
shows	 that	UCP	600	 takes	 two	major	 issues	 into	account.	 Firstly,	 it	 incorporates	modern	












global	 trade	 industry.	 For	 instance,	Yan	&	Xiao	 (2013)	argued	 that	UCP	 is	not	 so	much	a	
common	law	as	an	international	trade	custom.	Continuing	with	this	argument,	Karl	(2014	p.	







of	 law,	 but	 their	 worldwide	 application	 is	 recognised	 although,	 and	 seem	 to	 have	 such	
character.	 Also,	 according	 to	 Gao	 	 (2010)	 	 “both	 content	 and	 interpretation	 of	 the	 ICC	
uniform	rules	are	influenced	by	the	fact	that	their	function	is	to	serve	as	rules	of	best	banking	
practice,	not	rules	of	law.”	Gao	(2010)	further	argues	that	the	scope	of	UCP	is	only	restricted	





















	Grassi	 	 (1995)	 	 revealed	 that	 the	 United	 States	 was	 the	 only	 country	 to	 come	 up	 with	








have	 not	 been	 explicitly	 regulated	 (Grassi,	 1995).	 From	 the	 very	 beginning,	most	 of	 the	
developed	 countries	 did	 not	 see	 it	 necessary	 to	 provide	 regulations	 because	 of	 the	





































trade	transaction	purposes	(Gao,	2010).	 Ideally,	 it	 is	used	in	foreign	business	transactions	
between	a	buyer	in	the	importing	country,	and	an	exporter	located	in	the	exporting	country	
to	protect	the	exporter	against	foreign	customer	risk.	As	Ahn	(2011,	p.	6)	puts	it,	the	notion	
of	 trade	 finance	 shows	 that	 “a	 letter	 of	 credit	 can	 be	 used	 only	 for	 international	
transactions.”	 The	 reason	 is	 that,	 their	 operations	 have	 become	 dominant	 for	 financing	
















According	 to	 Briggs	 (1994),	 customer	 risk	 is	 a	 familiar	 concept	 to	 the	 export	
organisations	 that	 require	 them	to	 investigate	the	ability	of	customers	 to	perform	
their	 contractual	 obligation	 in	 the	 letter	 of	 credit	 transaction.	 Consequently,	 the	

















(Hummels	 &	 Schaur,	 2013).	 According	 to	 Youssef	 (1998),	 banks	 have	 different	 financial	
ability	and	market	strength.	In	essence,	a	letter	of	credit	issued	by	a	reputable	bank	is	likely	
to	provide	more	payment	guarantee.	It	is	therefore	important	for	the	exporter	to	set	criteria	

























Evidence	 from	the	 literature	suggests	 that	 the	main	objective	of	 the	 letter	of	credit	 is	 to	
provide	payment	guarantee	 to	 the	exporter.	 For	example,	Manganaro	 (2011)	mentioned	
that	it	is	ordinarily	issued	because	the	exporter	demands	it	as	a	condition	of	sale.	This	means	















risk	 for	 possible	 default	 from	 the	 banks	 that	 have	 high	 default	 rate	 of	 short-term	 loan.	







from	 one	 country	 to	 another.	 With	 the	 increase	 in	 trade	 opportunities	 globally,	 the	
associated	risk	of	international	trade	has	also	increased	(Briggs,	1994;	Ahn,	2011).	The	trade	
parties	–	 importer	and	exporter	are	separated	not	only	by	distance,	but	by	certain	rules,	






risk	 and	 political	 risk	 regarding	 customer	 and	 country	 risks	 have	 been	 discussed	 in	 the	





















the	 transportation	 and	 freight	 charges	 and	 insurance	 charges.	 They	must	 understand	 all	
aspects	of	contract	of	carriage	including	the	rights	and	responsibilities	of	each	party	before	
the	goods	are	shipped	(Duffie	&	Singleton,	2012).	This	can	be	done	by	choosing	Incoterm.	It	
is	 important	 also	 for	 the	 exporter	 to	 ensure	 that	 force	majeure	 clause	 is	 included	when	
negotiating	the	contract.	A	force	majeure	clause	is	a	provision	in	a	contract	that	gives	parties	
relieves	 from	 performing	 their	 contractual	 obligations	 in	 the	 event	 of	 unforeseeable	
circumstances	(D'Arcy,	1999;	Zhang,	2012).	Marine	 insurance	or	cargo	 insurance	plays	an	
important	role	in	managing	transportation	and	export	risks	(Embrechts	&	Straumann,	2002).	
It	 provides	 protection	 for	 both	 importer	 and	 exporter	 by	 safeguarding	 goods	 in	 transit	













or	 importer.	 When	 the	 currency	 of	 the	 importing	 country	 appreciates,	 the	 competitive	
strength	of	 the	exporter	would	considerably	 increase	 (Westerfield,	1977;	Cenedese	et	al.	
























does	 not	 eliminate	 the	 risk	 of	 fraud.	 Fraudsters	 use	 letter	 of	 credit	 to	 provide	 false	
information	 to	 inexperienced	 traders	 (Hassan	 et	 al.	 2016).	 The	 banks	 assume	 no	













and	 bankruptcy	 (Zhang,	 2012).	 There	 are	 countries	 that	 are	 famous	 for	 harbouring	
fraudsters.	 Therefore,	 caution	 must	 be	 taken	 when	 dealing	 with	 suspicious	 transaction	
especially	when	the	amount	is	larger	than	the	norm	(Dumas	&	Solnik,	1995).	It	is	important	





It	 is	 important	to	provide	explanation	of	the	standard	practice	of	export	 letters	of	credit,	
with	 the	 role	performed	by	each	of	 the	 four	parties	–	applicants,	 issuing	banks,	 advising	






The	 letter	 of	 credit	 clause	 usually	 requires	 documentary	 operations	 after	 opening	 an	
irrevocable	 letter	 of	 credit.	 Accordingly,	 it	 requires	 each	 party	 to	 undertake	 a	 contract	
obligation	where	 ‘acceptance’	 stands	as	 the	general	 rule	of	 communication	between	 the	
partners	(Biswas,	2011).	Hence,	the	decision	to	use	a	letter	of	credit	in	foreign	trade	requires	
an	underlying	mechanism	(Baker,	2000).	However,	Hinkelman	(2012)	argues	that	there	is	an	
ambiguity	 in	 explaining	 the	 operating	 structure	 of	 this	mechanism.	 For	 example,	 several	
studies	 agreed	 that	 the	 simple	 letter	 of	 credit	 transaction	 involves	 only	 three	 parties,	
applicant,	 beneficiary	 and	 issuing	 bank	 (Gao,	 2010	 and	 Biswas,	 2011),	 with	 three	











fair	 as	 they	 are	 erroneously	 referring	 to	 the	 pre-UCP	 500/600	 versions.	 Bergami	 (2011)	
regarded	such	publications	as	“factually	incorrect	information	provided	by	experts”.	This	is	










Figure	2.2.	 Firstly,	 the	underlying	 sales	 contract	between	 the	 importer	and	 the	exporter.	
Secondly,	 the	 credit	 issuance	 and	 reimbursement	 agreement	 exists	 between	 applicant	
(importer)	and	the	issuing	bank.	Thirdly,	the	letter	of	credit	contract	agreement	between	the	
issuing	bank	 and	beneficiary	 (exporter).	 Fourthly,	 the	payment	 agreements	 between	 the	
issuing	bank	and	advising	bank.	This	relationship	is	only	applicable	if	the	credit	unconfirmed,	





























source	 of	 discrepancy.	 For	 instance,	 Kula	 et	 al.	 (2015)	 provides	 a	 statistical	 analysis	 that	











One	 of	 the	 most	 fundamental	 considerations	 in	 any	 international	 sales	 contract	 is	 the	
delivery	of	cargo	agreement	between	the	exporter	and	importer.	This	can	be	achieved	by	
using	International	Commerce	Terms	(Incoterms).	According	to	Youssef	(1998),	 Incoterms	









terms	 have	 been	 regularly	 updated.	 The	most	 recent	 update	was	 released	 in	 2010	with	




































to	 make	 the	 goods	 available	 to	 the	 carrier	 for	 shipment	 (Youssef,	 1998).	 Although	 the	
exporter	would	prepare	 the	goods	 for	export,	 the	 importer	bears	 the	 transportation	and	
insurance	costs,	and	assumes	all	associated	risks	(Honnold,	2009.	The	FOB	term	is	likely	to	









group	 involves	Cost	and	Freight	 (CFR),	Cost,	 Insurance	and	Freight	 (CIF),	Carriage	Paid	To	
(CPT)	and	Carriage	and	Insurance	Paid	To	(CIP).	It	is	the	exporter’s	obligation	to	establish	a	
contract	 for	 transportation	 of	 the	 cargo.	 Additionally,	 the	 exporter	 must	 arrange	 an	
































of	 UCP	 specifies	 that	 the	 performance	 contract	 of	 sale	 is	 only	 applicable	 to	 buyers	 and	
sellers,	but	not	the	banks	(International	Chamber	of	Commerce,	2006).	With	regards	to	the	




















primarily	 established	 through	 a	 contract	 between	 the	 issuing	 bank	 and	 its	 customer	
(Mugasha,	2003).	In	this	regard,	the	main	obligation	of	the	issuing	bank	is	to	open	the	credit	
in	 accordance	 with	 the	 buyer’s	 instructions.	 On	 the	 other	 hand,	 “the	 applicant’s	 main	
obligation	to	the	issuing	bank	is	to	reimburse	the	bank	and	keep	it	indemnified	in	aspect	of	
the	 amounts	 paid	 out	 due	 to	 the	 bank’s	 establishment	 of	 the	 letter	 of	 credit	 or	 bank	
guarantee”	 (Mugasha,	 2003	 p.99).	 Hence,	 the	 instructions	 given	 in	 the	 credit	mirror	 the	
agreements	reached	on	the	underlying	sales	contract	between	the	importer	and	exporter.	
	
One	 of	 the	 critical	 issues	 faced	 by	 the	 issuing	 bank	 in	 opening	 the	 credit	 is	 determining	
whether	the	contents	of	the	application	are	consistent	with	national	and	international	legal	



































defences	 by	 the	 applicant	 resulting	 from	 his	 relationship	 with	 the	 issuing	 bank	 or	
beneficiary”	 (Mugasha,	 2003	 p.	 101).	 The	 key	 principle	 here	 is	 that	 the	 banks	 deal	with	
documents	only	and	are	not	concerned	with	the	underlying	transaction.	Because	a	letter	of	









The	 success	or	 failure	of	 the	 letter	of	 credit	 application	 relies	upon	 the	wording	used	 in	
opening	letter	of	credit.	It	is	the	responsibility	of	the	importer	to	provide	simple	and	clear	
instructions	 and	 concise	 details	 in	 a	 professional	 wording.	When	 the	 applicant	 provides	
incomplete,	ambiguous	instructions,	the	issuing	bank	usually	seeks	for	clarification.	Where	
the	 issue	 is	not	addressed,	 the	second	choice	 for	 the	bank	 is	either	 to	give	a	 reasonable	
interpretation	to	unclear	instructions,	or	refuse	to	follow	the	instructions	(Mugasha,	2003).	
“Any	error,	omissions	or	delay	 in	 lodging	the	application	with	the	bank	may	frustrate	the	
timely	 supply	 of	 goods”	 (Bergami,	 2011	 p.146).	 This	 may	 also	 affect	 the	 documentary	
process	 on	 the	 exporter’s	 side.	 	 It	 is	 also	 important	 for	 the	 importer	 to	 request	 the	
documents	that	reflect	the	credit	agreement.	The	applicant	should	not	request	documents	






established	 ‘advising	 bank’	 which	 serves	 as	 a	 correspondent	 in	 the	 exporter’s	 country	
(Hinkelman,	 2012).	 Sometimes,	 the	 advising	 bank	may	 be	 a	 branch	 of	 the	 issuing	 bank,	
operating	in	the	exporter’s	country.	In	other	cases,	the	exporter	may	request	its	bank	to	be	
























of	 particular	 documents	 to	 be	 presented.	 Generally,	 parties	 stipulate	 the	 provisions	 of	
documents	 in	 the	 credit	negotiation	process,	 and	determine	which	documents	are	 to	be	
presented	in	the	deal.	Typically,	the	most	common	documentary	requirements	include	the	
draft,	commercial	invoice,	packing	list,	insurance	certificate	and	bill	of	lading	(Baker,	2000).	
Other	 forms	 of	 documents	 that	 often	 apply	 include	 certificate	 of	 origin,	 certificate	 of	
inspection,	consular	invoice,	analysis	certificate	and	certificate	of	weight.	These	additional	














Most	 letters	of	credit	were,	 in	earlier	 times,	communicated	 from	the	 issuing	bank	 to	 the	
advising	bank	through	mail,	cable	or	telex.	This	issuing	method	was	reflected	in	Article	4	of	
UCP	 1974	 revised.	 However,	 the	 cable,	 telegram	 or	 telex	 was	 later	 replaced	 by	 tele	
transmission	 in	 UCP	 400	 1983	 (Kozolchyk,	 1992).	 This	 inter-bank	 electronic	 messaging	
system	has	transformed	the	banking	practice	around	the	world.	Evidence	from	the	work	of	
Kozolchyk	(1992)	shows	that	75	percent	of	letter	of	credit	issuance,	advice,	confirmation	are	
sent	 electronically.	Moreover,	 the	 establishment	 of	 the	 Society	 for	Worldwide	 Interbank	
Financial	Telecommunications	(SWIFT)	as	banks’	intermediary	has	dramatically	changed	the	







process	 data	 without	 rekeying.	 Furthermore,	 many	 scholars	 believe	 that	 the	 exclusive	
security	mechanism	 incorporated	 in	SWIFT	has	provided	an	effective	prevention	of	 fraud	















would	determine	whether	 the	credit	 requirements	are	consistent	with	those	of	 the	sales	
contract	before	forwarding	the	credit	 to	the	exporter	 (Hinkelman,	2012).	 It	can	be	noted	
that	an	advising	letter	of	credit	is	the	simplest	role	in	the	letter	of	credit	process,	and	if	the	








the	 bank	 to	 add	 its	 confirmation,	 as	 per	 the	 exporter’s	 instructions.	 Where	 this	 is	
guaranteed,	 the	 advising	 bank’s	 status	 changes	 to	 ‘confirming	 bank’	 and	 becomes	






























documents	 to	be	presented	 to	 the	bank	 for	payment,	 the	variations	of	 these	documents	
come	from	the	company’s	internal	and	external	sources	(Ahn,	2011).	Typically,	the	minimum	





































The	 primary	 documents	 that	 the	 exporter	 generated	 in-house	 are	mostly	 commercial	 in	
nature.	These	include	the	draft,	commercial	invoice,	the	packing	list	as	well	as	the	insurance	




to	 demand	 payment.	 This	 document	 must	 be	 submitted	 together	 with	 other	 required	
documents	specified	in	the	letter	of	credit	(Chung	&	Lee,	2013).	 It	 is	noted	that	the	draft	
normally	 contains	 the	name	and	address	of	 the	 issuing	bank,	 the	date	 to	be	drawn,	 the	





(NNPC, 2013).	 Thus,	 this	 letter	 generally	 expresses	 similar	 information	 to	 that	 usually	















“The	 buyer	 seldom	 relies	 on	 this	 document	 alone	 if	 strict	 conformity	 of	 the	 goods	 is	








exporter’s	 obligation	 to	 arrange	 and	 furnish	 the	 importer	with	 an	 appropriate	 insurance	




the	 insurance	policy	for	the	crude	oil	 intended	to	be	 lifted.	This	term	also	helps	NNPC	to	
reduce	 the	 amount	 of	 complex	 documentation	 and	 payment	 of	 taxes	 and	 levies	 for	 all	
exports	related	to	its	crude	oil	(Ibiezugbe,	2008).	Consequently,	the	external	documents	are	
difficult	and	time-consuming	and	remain	at	the	beneficiary’s	risk	until	they	are	accepted	by	
the	 bank	 (Briggs,	 1994).	 These	 categories	 of	 documents	 are	 compounded	with	 complex	






external	 agencies	 such	 as	 the	Department	of	 Petroleum	Resouces	 (DPR),	 the	Ministry	of	
Trade	 and	 Investments	 (MTI)	 and	 the	Ministry	 of	 Petroleum	 Resources	 (MPR)	 (Bergami,	







is	 necessary,	 possibly	 due	 to	 high	 incidents	 of	 oil	 bunkering	 and	 theft.	 Without	 this	
certificate,	the	vessel	cannot	sail	out	from	Nigeria.	In	addition	to	these,	there	must	be	a	final	
joint	 inspection	 which	 comprises	 the	 buyer’s	 representatives	 (such	 as	 an	 appointed	
independent	cargo	surveyor),	the	terminal	operator	and	agents	from	the	NNPC,	the	Nigerian	
Customs	Service	(NCS),	the	Department	of	Petroleum	Resources	(DPR),	the	Department	of	




















to	 use	 some	 of	 these	 documents	 for	 verification	 purposes.	 Basically,	 because	 of	 the	
complexity,	volume	and	processing	nature	of	these	documents,	where	some	are	generated	
manually,	there	is	a	tendency	of	process	and	behavioural	risks,	especially	when	the	task	is	
assigned	to	 inexperienced	staff	 (Bergami,	2011).	 In	the	spirit	of	this,	adequate	policies	to	
manage	such	risks	are	needed	through	appropriate	control	mechanisms.		
With	regard	to	transportation	documents,	the	bill	of	lading	stands	as	evidence	of	crude	oil	









In	 order	 to	 effect	 the	 transfer	 of	 crude	 oil	 ownership	 from	 exporter	 to	 importer,	 the	
transport	contract	must	specify	which	of	the	two	types	of	bill	of	lading	to	be	issued	–	the	
order	and	straight.	The	order	bill	of	lading,	which	is	commonly	used	in	the	letter	of	credit	
today,	 is	 issued	as	a	negotiable	 ‘to	order’	of	 a	named	party.	 The	 importer’s	name	 is	not	
shown	 on	 the	 ‘order	 bill	 of	 lading,’	 it	 only	 incorporates	 the	 provision	 that	 the	 shipping	
company	will	notify	the	receiving	party	on	arrival	at	destination	(Aigbokie,	2008).	In	general,	
this	contract	of	carriage	can	be	transferred	with	a	blank	endorsement.	On	the	other	hand,	
the	 straight	bill	of	 lading,	or	Non-Negotiable	Sea	Waybill,	 is	 addressed	 specifically	 to	 the	
named	consignee	to	whom	the	merchandise	is	to	be	delivered.	Articles	21	and	22	of	UCP	
600	contain	specific	rules	related	to	bills	of	lading	(Harry	and	Warfield,	2000;	Usoro,	2011).	
However,	 there	 may	 be	 a	 possibility	 of	 defect	 in	 the	 documents	 by	 one	 or	 more	 risk	
elements,	which	may	be	caused	by	error	or	omission.	For	instance,	it	is	most	likely	that	the	














§ The	details	and	descriptions	of	 the	goods	must	be	consistent	with	 the	commercial	
invoice	and	other	documents.	
§ The	port	of	loading	and	that	of	discharge	are	stipulated	as	the	credit	requested.	















both	 bill	 of	 lading	 and	 air	 waybill	 documentation	 is	 that	 it	 is	 the	 exporter	 who	 gives	



















In	 the	 standard	 practice	 of	 export	 letter	 of	 credit,	 the	 requested	 documents	 are	 not	
presented	directly	to	the	bank	that	issued	the	letter	of	credit	in	the	first	place,	but	rather	
logged	to	the	advising	bank	in	the	exporter’s	country,	or	the	confirming	bank	in	the	case	of	
confirmed	credit	 (Baker,	2000).	 In	 reality,	 the	advising	and	 confirming	banks	may	be	 the	








discrepancy.	 According	 to	 Article	 14(a)	 of	 UCP	 600	 “a	 nominated	 bank	 acting	 on	 its	
nomination,	a	confirming	bank,	if	any,	and	the	issuing	bank	must	examine	a	presentation	to	













documents	have	been	presented	 in	a	 given	period	 (Biswas,	2011).	 Thus,	 after	 reviewing,	
documents	 are	 sent	 to	 the	 issuing	bank	 for	 further	 compliance	and	 reimbursement.	 The	
payment	undertaking	is	given	by	the	issuing	bank.	However,	the	risk	that	confirming	banks	
may	face	is	whether	the	documents	would	be	accepted	by	issuing	banks	after	settling	with	
the	exporter.	For	 this	 reason,	most	of	 the	advising	banks	become	reluctant	 to	confirmed	
letter	of	 credit,	especially	when	 the	 letter	of	 credit	 is	 issued	 from	countries	with	volatile	
political	or	economic	uncertainties	(Briggs	1994).		
	
The	beneficiary	may	also	be	at	great	 risk	of	 rejection	as	a	 result	of	discrepancies	 (Baker,	
2000).	 Thus,	 acceptance	 or	 rejection	 of	 documents	 depend	 largely	 on	 the	 documentary	
compliance.	This	is	not	a	simple	procedure,	as	the	rule	states	that	payment	embodies	the	
promise	of	the	issuing	banker	to	pay	on	that	basis.	Therefore,	failure	to	submit	complete	












































In	 the	 literal	 payment	 process,	 upon	 comparing	 the	 details	 presented	 with	 the	 terms	
tendered	 on	 the	 letter	 of	 credit,	 the	 advising	 bank	 would	 indicate	 its	 acceptance	 of	
documents	to	the	exporter	and	effect	payment.	In	the	United	States,	for	example,	the	funds	
can	be	obtained	from	the	 issuing	bank’s	dollar	deposit	account	 in	 the	 ‘reimbursing	bank’	
(Mann,	 2000).	 The	process	of	 clearing	 reimbursement	 is	 considered	 to	be	quite	efficient	
which	normally	takes	five	days.	Nonetheless,	Baker	(2000)	argues	that	after	receiving	the	








made	 at	 a	 predetermined	 date,	 documents	would	 be	 forwarded	 to	 the	 issuing	 bank	 for	
further	examination	before	paying	the	exporter.	Therefore,	provided	the	documents	comply	
with	the	terms	and	conditions,	payment	would	be	triggered	on	the	maturity	date	(Kula	et	
al.	 2015).	Article	15	of	UCP	600	 serves	 to	meet	 this	provision	of	 authority	 to	honour	or	
negotiate	 the	 credit.	 Bergami	 (2011)	 argued	 that	 the	 deferred	 payment	 settlement	may	
place	the	exporter	in	a	liquidity	pressure	position,	as	the	payment	is	only	paid	in	future.	In	







it	 may	 in	 its	 sole	 judgement	 approach	 the	 applicant	 for	 a	 waiver	 of	 the	 discrepancies”	






to	be	honoured	 is	answerable	only	 if	 the	 importer	elects	to	waive	the	discrepancy	 in	the	
exporter’s	presentation.	The	importer	may	choose	to	reject	the	documents	if	they	do	not	
comply	with	the	sales	contract.	Mann	(2000)	argues	that	the	decision	to	accept	and	make	











It	 is	 reported	 by	 Goode	 (2005)	 that	 the	 documentary	 letter	 of	 credit	 minimises	 risks	
associated	 with	 the	 customer,	 bank	 and	 country	 compared	 with	 other	 forms	 of	 trade	












not	 only	 present	 compliant	 documents,	 but	 also	 present	 them	within	 the	 time	 frame	 as	









letter	of	 credit	 transactions	 (Kula	et	 al.	 2015).	 For	 instance,	 empirical	 evidence	 from	 the	
study	of	Baker	(2000)	revealed	that	approximately	60	to	70%	of	the	documents	submitted	
to	 banks	 do	 not	 comply	 with	 letter	 of	 credit	 requirements.	 Similarly,	 Mann	 (2000)	
investigated	 the	 existence	 and	 the	 magnitude	 of	 discrepancies	 in	 500	 documentary	
presentations,	by	examining	one	hundred	transactions	from	each	of	the	five	banks	studied.	
The	 results	 from	 the	 analysis	 were	 appalling,	 showing	 that	 only	 27	 percent	 of	 the	
transactions	 conformed	 to	 letter	of	 credit	 requirements.	Going	by	 the	analysis,	 it	 can	be	
attested	that	365	documentary	presentations	in	the	transaction,	representing	73	percent,	is	
discrepant.	These	findings	are	consistent	with	the	survey	by	the	International	Chamber	of	
Commerce,	 which	 found	 a	 similar	 response	 relating	 to	 the	 worldwide	 documentary	
discrepancy	rate	(International	Chamber	of	Commerce,	2008).		
	







companies	who	deeply	engage	 in	the	 letter	of	credit	exercises.	His	 findings	revealed	that	
about	25	percent	of	the	documents	submitted	experienced	discrepancy	risks	which	largely	











































only	going	to	be	accepted	 if	 they	 indicate	 ‘on	board’	and	contain	the	name	of	the	vessel	
alongside	the	port	of	loading.	The	staff	responsible	for	securing	the	document	find	it	difficult	
to	 supply	 the	 actual	 information	 required	 by	 the	 carrier	 (Bergami,	 2011).	 In	 a	 similar	
situation,	the	exporter	erroneously	submitted	a	multimodal	bill	of	lading	where	the	contract	


















documentation.	 Bills	 of	 exchange	 and	 commercial	 invoice	 are	 probably	 the	 most	



















the	 quantity	 of	 the	 documents	 involved,	 “the	 greater	 the	 number	 of	 data	 fields	 to	 be	
completed	 and,	 consequently,	 a	 greater	 propensity	 for	 data	 mismatch”	 (Bergami,	 2011	
p.149).	In	this	context,	some	discrepancy	elements	are	beyond	the	exporter’s	control.	For	









date’	elapsed	as	 requested	by	 the	 importer	 in	 the	 letter	of	 credit	 (Baker,	2000).	 It	 is	 the	
responsibility	 of	 the	 exporter	 to	 act	 in	 accordance	with	 Article	 16	 of	UCP	 600	 based	 on	




not	 consider	 documents	 after	 this	 date	 and	 will	 deny	 payment	 to	 the	 exporter	
(Sakchutchawan,	2009).		








to	other	problems.	Although	 the	export	permit	and	 the	Navy	certificate	are	 required	 for	
operational	and	control	purposes	in	crude	oil	export,	they	do	not	feature	as	part	of	the	letter	










importer.	 Here,	 the	 exporter	 has	 lost	 the	 security	 element	 of	 the	 letter	 of	 credit.	More	
attention	was	paid	to	the	failure	of	the	exporter	to	meet	the	deadline	for	the	submission	of	
documents	to	the	bank	(Bryne,	2006;	Zhang,	2012).	As	clearly	specified	in	Article	14	of	UCP	




Generally,	 the	 documentation	 processing	 with	 the	 third	 parties	 and	 their	 approval	 are	
outside	the	control	of	the	exporter.	The	involvement	of	these	parties	is	necessary	for	every	
















2000).	 Furthermore,	 the	 issuing	bank	 requires	 a	 full	 set	of	 bills	 of	 lading.	 Therefore,	 any	








the	bank	can	use	 to	obtain	payment	 from	the	buyer”	 (Baker,	2000	p.1).	Therefore,	upon	







documents	 submitted	within	 five	 business	 days	 before	 the	 expiry	 date	 (Fellinger,	 1990).	



















documentary	 discrepancies	 may	 be	 manifested	 as	 human	 behaviour,	 caused	 by	 human	







p.113)	 who	 mentioned	 that	 “it’s	 not	 possible	 to	 remove	 humans	 from	 the	 transaction,	
perhaps	an	automated	system	may	be	able	to	assist.”	Bergami	Bergami	(2011)	further	noted	
that	 the	 exporters	 with	 internal	 processing	 risks	 can	 adopt	 an	 effective	 Enterprise	 Risk	
Management	approach	for	internal	control	mechanisms.	Accordingly,	this	can	be	absorbed	





total	 discrepancy	 surveyed	 was	 as	 a	 result	 of	 long	 documentary	 checking	 procedures	
(Bergami,	2011;	International	Chamber	of	Commerce,	2008).	Thus,	any	flaw	in	processing	of	





documents	 is	 the	 result	 of	 inadequate	 internal	 procedures	 and	policies,	which	 therefore	
contribute	to	the	documentary	rejection	or	payment	delay	(Bergami,	2011).	In	the	crude	oil	
export	context,	some	causes	of	discrepancies	that	hinder	the	successful	operations	of	the	
letter	 of	 credit	 are	 generated	 through	 procedural	 factors.	 They	 include	 circulation	 of	
documents	 from	one	 department	 or	 unit	 to	 another,	 bureaucracy	 in	 the	 system,	 issuing	
permits	 from	 respective	 authorities,	 non-compliance	 with	 procedures	 set	 and	 improper	
checking	 (Mooney	 and	 Blodgett,	 1995).	 In	 reality,	 the	 procedure	 in	 obtaining	 these	








Article	 14(c)	 of	 UCP	 600.	 Most	 exporters	 find	 this	 very	 difficult	 to	 comply	 with,	 as	 the	
documents	may	not	be	available	before	the	time	of	presentation	(Briggs,	1994).	The	main	
challenge	to	the	letter	of	credit	operation	in	presentation	is	that	the	delay	in	submitting	the	







the	 responsibility	 of	 the	 exporter	 to	 produce	 and	 prepare	 all	 necessary	 documents	 as	
requested	 in	 the	 letter	of	 credit.	Consequently,	 it	 is	not	an	easy	 task	 for	 the	exporter	 to	
generate	 such	 documents	 from	 multiple	 sources	 in	 the	 stipulated	 time	 without	 any	
problems.	Mann	 (2000)	 believes	 that	 this	 risk	 cannot	 be	 eliminated	 but,	 rather,	 can	 be	






each	 other	 as	 prescribed	 in	 the	 letter	 of	 credit.	 In	 order	 to	 satisfy	 the	 letter	 of	 credit	
requirements,	the	description	and	value	of	the	goods	can	be	verified.	Any	variation	in	the	
information	supplied	is	consequently	regarded	as	discrepant	and	the	bank	would	reject	the	





workplace,	which	may	 affect	 the	 letter	 of	 credit	 process	 (Mugasha,	 2003).	 According	 to	
Bergami	(2011	p.170)	“Dysfunctional	work	places,	as	part	of	Behavioural	Risks,	may	also	be	
a	 contributing	 factor	 and	 it	may	 be	 argued	 that	 Process	 Risks	 and	Behavioural	 Risks	 are	
interlinked,	as	one	has	the	propensity	to	affect	the	other”.	Lack	of	adequate	training	and	





engages	with	different	external	parties	 in	order	 to	 fulfil	 the	 letter	of	credit	 requirements	
(Baker,	2000).	With	regard	to	the	bill	of	lading,	the	production	of	this	document	is	made	by	
the	issuing	party,	that	is	the	carrying	company	that	owns	the	vessels.	It	can	be	noted	that	
the	 exporter	 is	 required	 to	 complete	 both	bills	 of	 entry,	 shipping	note	 and	bill	 of	 lading	
declaration	 form	 	 (Mugasha,	 2003;	Niepmann	&	 Schmidt-Eisenlohr,	 2017).	However,	 the	
shipping	 company	only	acts	on	 these	 instructions	given	by	 the	exporter,	 according	 to	 its	
understanding.	Inaccurate	instruction	is	likely	to	cause	errors	resulting	in	discrepancies	and	
non-compliance	problems	of	conflicting	figures.	Generally,	each	external	party	that	issues	
documents	 requires	 relevant	 information,	 which	 may	 impede	 the	 documentary	 process	
(International	Chamber	of	Commerce,	2006.	In	reality,	the	large	number	of	parties	involved	
obviously	contributes	to	this	risk	exposure.	In	other	words,	the	greater	the	quantity	of	the	


















































Empirical	 evidence	 from	 the	 study	 of	 Foley	 (2013)	 revealed	 that	 41.3	 percent	 and	 42.4	
percent	of	the	trade	finance	are	conducted	under	open	account	with	pre-payment.	Most	
common	payment	contracts	and	the	value	of	transaction	respectively	did	not	involve	banks	
intermediation,	whereas	5.5	percent	 and	10.7	percent	 the	 transaction	are	 conducted	on	
letter	of	credit	and	documentary	collection	terms	respectively.	According	to	Bailey	(2014)	
this	 shift	 was	 the	 result	 of	 multiple	 challenges	 associated	 with	 letter	 of	 credit	 due	 to	











value	 to	 trade	 finance	 perspective	 (de	Meijer	 and	Menon,	 2012).	 The	 BPO	 is	 the	 better	






data	 information	 required	 by	 banks	 in	 the	 BPO	 baseline,	 and	 accelerates	 exchange	 of	





Generally,	 the	review	 in	 this	chapter	discussed	the	definition,	 types,	process	and	general	

















































5.4	 various	 research	 methods	 are	 discussed.	 Section	 3.5	 provides	 the	 philosophical	












and	 translates	 their	meaning	 into	 a	 clear	 picture	 using	 a	 specific	method	 (Crotty,	 1998;	
Mackenzie	 &	 Knipe,	 2006).	 Methodology	 is	 usually	 adopted	 to	 systematically	 solve	 the	
research	problem.	However,	according	to	Ryan	et.	al.	(2002),	the	adaptation	of	the	chosen	













is	 studied	and	 interpreted	based	on	 the	 researcher’s	perspective	 (Marsh	&	Stoker,	2002:	
Snape	and	Spencer,	2003;	Ritchie	and	Lewis	2003;	Mackenzie	&	Knipe,	2006).		
	





a	 set	 of	 epistemological	 assumptions.	 However,	 there	 have	 been	 arguments	 regarding	
paradigmatic	 frameworks	 developed	 between	 philosophical	 theories	 (Burrell	 &	Morgan,	
1979).		































































The	 ontological	 assumption	 is	 concerned	 with	 the	 natural	 reality	 of	 the	 problem	 under	
investigation.	The	 term	 ‘ontology’	 is	derived	 from	the	Greek	word	which	means	study	of	
being	(Bell, Bryman, & Harley, 2018).	This	attempts	to	answer	whether	it	is	an	objective	nature	
external	to	the	individual	or	it	is	a	cognitive	construction	within	someone‘s	mind.		
	
Bell, Bryman & Harley (2018)	noted	that	the	ontological	assumptions	of	a	researcher	can	be	
seen	 as	 a	 cornerstone	 that	 predicts	 other	 assumptions.	 Two	main	 elements	 have	 been	
established	 from	 the	 ontological	 debate,	 nominalism	 and	 realism,	 with	 different	
perspectives.	Nominalism	 assumes	 that	 social	 reality	 exists	 or	 happens	 based	 on	 human	
imagination	or	individual	consciousness	(Hassard,	1991).	Realism,	on	the	other	hand,	opines	
















Epistemology	 is	 the	 philosophical	 theory	 concerned	 with	 the	 nature	 of	 knowledge	 and	
elements	 that	make	 knowledge	 acceptable	 in	 research	 (Collis	 &	 Hussey,	 2003;	 Hassard,	





&	 Lincoln,	 1994).	 The	 researcher’s	 epistemological	 beliefs	 depend	 largely	 on	 their	
ontological	beliefs.		
	
The	 positivist,	 otherwise	 known	 as	 an	 objectivist,	 believes	 that	 the	 social	 world	 can	 be	
observed	 and	 explains	 the	 events	 which	 occur	 through	 the	 search	 for	 relationships	 and	
patterns	between	people.	Dunne	(2003)	stressed	that	knowledge	is	the	collective	process	
where	outcome	can	be	tested	and	predicted	by	developing	a	hypothesis.	On	the	other	hand,	





























Research	 approach	 refers	 to	 the	 technique	 adopted	 by	 the	 researcher	when	 conducting	




































method	 of	 inquiry	 contains	 different	 practices	 through	 which	 results	 present	 different	
meanings	 (Creswell,	 2009.	 Part	 of	 the	 aim	 of	 qualitative	 research	 is	 to	 investigate	 and	
understand	the	meaning	or	behaviour	of	an	individual	or	group	in	a	given	issue	or	problem			
This	 can	 be	 done	 through	 observation	 and	 interpretation	 of	 a	 phenomenon	 and	 the	





Furthermore,	 it	 is	 important	 to	note	 that	qualitative	 research	 can	either	be	 interpretive,	
constructive	 or	 inductive	 in	 nature	 (Bryman	 &	 Bell,	 2007).	 Unlike	 quantitative	 research,	
which	 uses	 figures	 in	 its	 rigorous	 analysis,	 qualitative	 research	 generates	 results	 from	













Wang	 (2013)	 that	 quantitative	 research	 such	 as	 experiment	 gives	 a	 researcher	 greater	
control	over	the	research	environment	where	some	variables	are	tested	to	understand	their	


















is	 believed	 by	 Creswell	 (2003)	 that	 the	 practice	 of	 mixed	 method	 approach	 has	 been	







technique	 through	 which	 empirical	 data	 can	 be	 collected	 and	 analysed	 with	 evidence	
(Pallant,	2001;	Neideen	and	Brasel,	2007;	Sekaran	&	Bougie,	2016).	The	prominent	methods	
used	in	social	science	research	include	observation,	questionnaire	survey,	exploration,	and	
case	 studies.	 Any	of	 these	methods	has	 its	 own	merits	 and	demerits	 (Collis	 and	Hussey,	
2003).		
	








with	 the	 situation	 at	 hand,	 before	 developing	 the	 model	 (Sekaran	 and	 Bougie,	 2016).	





events.	 This	 research	 covers	 what	 happened	 in	 the	 past	 and	 explores	 why	 and	 how	 it	





the	 representative	 sample	 of	 individuals.	 According	 to	 Collis	 and	 Hussey	 (2003)	 a	
questionnaire	is	a	list	of	carefully	structured	questions,	designed	after	considerable	testing,	
with	 a	 view	 to	 generating	 reliable	 responses	 from	chosen	population.	 The	questionnaire	
method	is	designed	to	provide	a	quantitative	description	of	attitudes,	trends	or	opinions	of	
the	population	by	studying	 the	sample	of	 the	population	 (Robson	2002).	Creswell	 (2003)	
revealed	that	the	questionnaire	is	the	research	approach	of	the	positivism	paradigm,	where	
the	 variables	 under	 investigation	 cannot	 be	 manipulated.	 Goles	 and	 Hirschheim	 (2000)	
argued	that	the	questionnaire	is	used	in	order	to	gain	an	in-depth	understanding	of	people’s	
perception,	history	and	experience	in	their	proper	context.		









collection.	 Bryman	 &	 Bell	 (2007)	 noted	 that	 the	 resolution	 on	 the	 appropriate	 method	


































the	 qualitative	 and	 quantitative	 approaches,	 this	 research	 emphasises	 the	 qualitative	
approach	 in	 designing	 a	 letter	 of	 credit	 discrepancy	 risk	 management	 model.	 The	











































expiry.	 Initially,	 this	 is	established	based	on	 the	 literature	 review	and	 further	 re-affirmed	
through	a	case	study.	These	risk	factors	which	are	categorised	into	two	clusters	–	Process	
and	behavioural	-	are	incorporated	into	the	Documentary	Discrepancy	Risks	element	in	the	




bank	 and	 country	 risks	 in	 the	 letter	 of	 credit	 transaction.	 These	 variables	 reflect	 the	
perception	of	individuals	who	are	directly	involved	in	dealing	with	letters	of	credit	by	means	
of	a	case	study.	Hence,	this	research	recognises	the	importance	of	quantitative	variables	in	
the	analysis	 by	using	both	 financial	 and	non-financial	 facts	 in	 analysing	data.	One	of	 the	
objectives	 of	 this	 research	 is	 to	 determine	 the	 current	 internal	 operational	 strategies	
adopted	by	the	NNPC	in	managing	the	discrepancy	effect.		
	




















the	 process	 and	 relationships	 of	 the	 event,	 and	 presents	 the	 results	 and	 impressions	 in	
writing	 (Feagin	 et.	 al.	 1991).	 Such	 evidence,	 according	 to	 Leonard-Barton	 (1990),	 can	 be	




Chen	 and	 Hirschheim,	 (2004)	 argued	 that	 a	 case	 study	 may	 either	 be	 quantitative	 or	
qualitative.	To	support	this	argument	Yin	(2009),	noted	that	some	case	study	research	go	
beyond	being	qualitative,	by	using	a	mix	of	qualitative	and	quantitative	evidence.	According	













or	 unusual	 event,	 just	 like	 crude	 oil	 export	 letter	 of	 credit	 transactions	 in	 Nigeria	
(Liamputtong	&	Ezzy,	2006).	According	to	Bryman	(2012),	the	basic	case	study	involves	an	
intensive	and	detailed	analysis	of	a	single	case.	It	is	usually	concerned	with	a	particular	case	










description	 of	 unique	 materials	 about	 a	 particular	 case.	 For	 this	 reason,	 documentary	





written	materials.	The	documents	analysed	 in	this	research	 include	the	contract	 for	sales	
and	 purchase	 of	 Nigerian	 crude	 oil,	 the	 general	 conditions	 for	 sale	 and	 purchase	 of	 the	
Nigerian	crude	oil,	928	letters	of	credit	transactions,	shipping	documents,	invoices,	bills	of	
lading	and	NNPC	internal	committee	reports.	To	establish	an	effective	documentary	analysis,	





















In	 this	 study,	 interview	was	 prepared	 before	 the	 appointment	 was	made.	 This	 included	





date	 and	 time,	 and	 access	 some	 useful	 information	 in	 advance	 where	 necessary.	














NNPC’s	 Crude	 Oil	 Marketing	 Division	 (COMD)	 –	 Contract,	 commercial,	 revenue	 and	































N1	 5	 Commercial	 April	14,	2016	(10.00-11.00)	
N2	 4	 Shipping	&	Terminal	 April	15,	2016	(09.30-10.15)	
N3	 10	 Commercial	 April	15,	2016	(11.00-11.50)	
N4	 11	 Commercial		 April	18,	2016	(10.00-11.00)	
N5	 15	 Revenue	&	Accounts	 April	18,	2016	(14.20-15.20)	
N6	 28	 General	Manager	 April	19,	2016	(10.30-11.15)	
N7	 16	 Contract		 April	19,	2016	(12.20-13.15)	
N8	 10	 Revenue	&	Accounts	 April	19,	2016	(15.00-15.45)	
N9	 25	 General	Manager	 April	20,	2016	(12.00-12.30)	
N10	 5	 Shipping	&	Terminal	 May	17,	2016	(15.00-16.00)	
N11	 5	 Contract		 May	21,	2016	(09.00-10.00)	
N12	 10	 Commercial	 June	02,	2016	(11.15-12.00)	
N13	 8	 Commercial		 June	02,	2016	(13.30-14.00)	







Eleven	 (11)	questions	were	developed	 in	order	 to	 justify	 the	key	 factors	 identified	 in	 the	
model.	The	order	of	these	questions	was	arranged	for	suitable	conversations.	The	interview	
questions	were	mainly	designed	following	the	research	objectives,	literature	review	and	the	

























the	 customer’s	 bank	 comply	 with	 terms	 and	
conditions	 originally	 signed	 in	 the	 sales	
contract?	
	
§ Determine	 whether	 late	 opening	 of	 letter	 of	 credit	 and	
credit	 amendment	 contributed	 to	 the	 documentary	
discrepancy	risks.		
3. As	 a	 key	 letter	 of	 credit	 requirement	 to	
generate	 and	 submit	 full	 set	 of	 documents,	
what	 difficulties	 do	 you	 face	 in	 this	
documentation	process?	







defective	 documents,	 inconsistent	 documents,	 missing	
documents,	 shipment	 delay,	 late	 presentation	 of	
documents	and	letter	of	credit	expiry.	
5. Can	 you	 identify	 some	 of	 the	 factors	
responsible	for	these	discrepancies?	
	
§ Determine	 the	 reason	 why	 discrepancies	 are	 allowed	 to	
occurred	and	the	relevance	of	process	and	behavioural	risks.		
6. What	do	you	thing	are	the	main	causes	of	the	
discrepancy	 risks	 in	 the	NNPC	 letter	 of	 credit	
operation?	




§ Determine	 the	 consequences;	 impact	of	 the	discrepancies	
and	the	cost	of	correcting	them?	
8. Considering	 the	 rejection	 of	 discrepant	
documents	by	banks	on	the	first	presentation,	
what	is	the	level	of	these	discrepancies?			
§ Measure	 the	 magnitude	 and	 frequency	 of	 these	
discrepancies.	




discrepancy	 risk	 and	 arrangements	 that	 are	 put	 in	 place	
should	the	problems	arise.		
10. 	What	 skills	 and	 knowledge	 do	 you	 think	 is	




specific	 training	 on	 letters	 of	 credit	 achieved	 by	 the	
employees.	 These	 are	 related	 to	 dysfunctional	 workplace	
and	productivity	risk	factors	in	the	model.				







This	 chapter	 provides	 the	 discussion	 of	 various	 types	 of	 research;	 the	 philosophical	
assumptions,	methodology	and	methods	that	are	considered	when	conducting	research.	It	







approach	 is	 because	 of	 the	 suitability	 of	 the	 descriptive	 and	 explanatory	 research.	 The	
chapter	describes	how	case	study	methods	were	applied	 to	undertake	 this	 study	using	a	
documentary	 analysis	 and	 conducted	 by	 means	 of	 an	 in-depth	 interview	 to	 further	
investigate	the	findings	from	the	documentary	analysis.	This	chapter	also	discusses	how	the	


















































The	aim	of	chapters	 two	and	 three	was	 to	 review	the	 literature	 relating	 to	documentary	
letter	 of	 credit	 discrepancy	 risks	 and	 the	Nigerian	 crude	 oil	 sales	 operation	 respectively.	
However,	the	aim	of	this	chapter	is	to	discuss	the	conceptual	model	which	has	been	adopted	









possibly	 because	 of	 the	multidimensional	 construct	 of	 the	 term	 (Rasmussen,	 1997).	 For	
instance,	some	scholars	view	it	as	unavoidable,	being	present	in	every	human	situation,	daily	
lives	as	well	as	public	and	private	sector	organisations	(Berg,	2010).	Others,	such	as	Thomas	















speculative.	 The	 pure	 risks	 involve	 hazards	 such	 as	 health	 and	 safety,	 environment	 and	




	In	 worst	 risk	 scenario,	 export	 companies	 who	 adopt	 letters	 of	 credit	 as	 a	 payment	
mechanism	may	be	severely	affected	as	a	result	of	inefficient	processes,	customer	default,	






Brogan,	 2001).	 Relevant	 literature	 tries	 to	 explain	 different	 methods,	 processes	 and	
applications	 of	 risk	 management	 in	 many	 fields.	 For	 example,	 firms	 and	 organisations	
learned	how	 to	 adopt	 fire	 risk	measures	 through	 safety	practice	 and	 the	use	of	building	
materials	after	the	introduction	of	fire	insurance	in	1667,	and	also	shift	the	risk	to	another	
party	 (Miller,	 1992;	 D'arcy	 &	 France,	 1992;	 Rasmussen,	 1997;	 Froot	 &	 Stein,	 1998;	




process	 of	 recognising	 risk	 events,	 their	 severe	 consequences	 and	 the	 ability	 to	 develop	
control	 measures.	 According	 to	 Dickson	 (1995),	 it	 involves	 identifying,	 analysing	 the	
economic	control	of	 those	risks	which	can	 threaten	the	earning	capacity	or	assets	of	 the	
enterprise.		










Ethridge	 (2013)	 revealed	 that	 identification	 of	 such	 risks	 can	 be	 facilitated	 by	 ange	 in	
political,	 regulatory	 and	 economic	 environments	 in	 which	 organisations	 engage	 in	





management	 option	 is	 either	 to	 avoid	 the	 risk	 or	 to	 reduce	 it.	 This	 can	 be	 done	 by	
substituting	 risk	 with	 another	 party	 or	 implementing	 adequate	 measures;	 through	 cost	
benefit	analysis	(Epstein	&	Zin,	1989;	Lopez,	2002;	Ward	&	Chapman,	2003).	Furthermore,	
Dickson	 (1995)	 argued	 that	 a	 successful	method	 in	 a	 particular	 situation	may	 not	 be	 an	
appropriate	model	for	risk	management	practice	in	a	completely	different	environment.	It	







shift	gave	 rise	 to	new	ways	of	addressing	 risk	using	different	 frameworks	and	standards.	
However,	it	is	important	to	note	that	the	concepts	of	letter	of	credit	vulnerability	and	the	
risk	management	strategies	are	still	 in	their	 infancy	(Raz	and	Hillson,	2005;	Hassan	et	al.,	
2016).	 In	 essence,	 this	 study	 aims	 to	 investigate	 the	 causes	 and	 effects	 of	 documentary	











Different	 organisations	 are	 faced	 with	 different	 types	 of	 risk,	 ranging	 from	 programme,	
technological,	 project,	 political,	 health	 and	 safety	 to	 financial,	 policy,	 operational	 and	
process	risks	(Verbano	&	Venturini,	2011;	Covello	&	Merkhoher,	2013;	McNeil,	et	al.	2015).	
These	placed	 them	at	 the	position	 that	 requires	a	 coordinated	and	 systematic	 corporate	








During	 the	 late	1970s	and	early	1980s,	 global	business	witnessed	a	 series	of	high-profile	
corporate	failures	and	scandals,	which	adversely	affected	many	institutions,	investors	and	
stakeholders	(Covello	&	Mumpower,	1985;	Caouette,	Altman,	&	Narayanan,	1998).	 In	the	
same	period,	 there	were	 strong	 calls	 for	 the	 development	 of	 a	 new	 framework	 of	 laws,	





of	 Certified	 Public	 Accountants	 (AICPAs),	 the	 Association	 of	 Accountants	 and	 Financial	






sponsor	 the	 National	 Commission	 of	 Fraudulent	 Financial	 Reporting	 in	 1987	 which	 is	
commonly	 referred	 to	 as	 the	 Treadway	 Commission	 (Verschoor,	 1998;	 McMullen,	
Raghunandan	 &	 Rama,	 1996;	 Committee	 of	 Sponsoring	 Organizations	 of	 the	 Treadway	
Commission,	2009;	Yatim,	2010;	Curtis	&	Carey,	2012).		
Certainly,	the	responsibility	of	the	commission	is	to	mainly	address	the	governance	issues.	





to	 acceptable	 levels,	 and	 support	 sound	 decision	 making	 and	 governance	 of	 the	
organization.	Part	of	the	reason	why	COSO	become	the	leading	framework	and	gained	wide	
acceptance	 around	 the	 world	 could	 be	 due	 to	 its	 nature	 of	 designing,	 assessing,	
















control	 can	experience	a	 failure.	Therefore,	 it	 is	 concluded	 that	 internal	 control	 can	only	
provide	reasonable	but	not	absolute	assurance	of	freedom	from	risk.	Additionally,	Bergami	
(2011)	opined	that	COSO	does	not	offer	any	detailed	solution	on	how	the	framework	ought	
to	be	 implemented.	The	 framework	excludes	 the	 risk	management	as	part	of	 its	 internal	









which	 emerged	 in	 the	 mid-1990s	 with	 a	 view	 of	 responding	 to	 the	 total	 risks	 that	 an	
organisation	faces	(Dickinson	2001).	The	concept	of	ERM	became	important	so	quickly	when	
other	 forms	 of	 risk	 management	 became	 less	 attractive	 or	 incompetent	 to	 effectively	
identify,	 access	 and	 manage	 risk.	 According	 to	 Sobel	 (2005),	 ERM	 is	 a	 discipline	 and	
structured	approach	developed	 to	help	management	of	an	organisation	encompasses	all	














Liebenberg,	 2011).	 However,	 ERM	 aims	 to	 consider	 an	 alternative	 risk	 management	
approach	in	order	to	increase	shareholders’	value	and	embrace	profitable	risk	opportunities.	







risk,	 physical	 risk,	 interest	 rate	 risk	 and	 investment	 risk	 are	 managed	 with	 different	
approaches	 by	 different	 units	 within	 the	 organisation	 (Beasley	 et.	 al.	 2006).	 In	 these	
situations,	each	function	in	the	organisation	developed	tools	and	practices	to	manage	their	
risk,	which	was	largely	independent	of	the	others	(Driver	&	Bernard,	2012).	Some	of	these	
tools	 include	 strategic	 risk	 management,	 integrated	 risk	 management,	 business	 risk	
management	 and	 corporate	 risk	management	 (Miccolis	 and	 Shah,	 2000;	Merkley,	 2001;	
Mandel,	 2008;	 McShane	 et.	 al.	 2011).	 Consequently,	 using	 the	 wrong	 approaches	 in	
addressing	those	risks	could	result	in	financial	losses	and	costs	for	the	companies.	However,	




A	number	of	 researchers	 such	as	D'Arcy	 (1999)	and	Lam	(2003)	claim	that	ERM	provides	
reasonable	assurance	in	achieving	organisational	objectives.	In	essence,	ERM	was	built	as	an	
ultimate	 approach	 that	 analyses	 and	manages	 risk	with	 a	 consistent	 and	 comprehensive	







is	 that	 the	 overall	 risks	 of	 the	 organisation	 are	 managed	 in	 aggregate,	 rather	 than	
independently.		




&	 Brogan,	 2001).	 This	may	 be	 the	 reason	why	 COSO	 reviewed	 its	 1992	 internal	 control	
framework	and	came	up	with	a	new	version	with	the	name	Enterprise	Risk	Management	–	
Integrated	Framework	in	September	2004	(Daud	and	Yazid,	2009;	Paape	&	Speklè,	2012;	Wu	
et	 al.	 2015).	 This	 is	 seen	 as	 the	 expansion	 of	 the	 previous	 version	 and	 focuses	 on	 eight	
components	and	five	objectives	available	for	for	organisation	to	evaluate	and	improve	the	














The	 COSO	 ERM	 2004	 has	 components	 that	management	 adopts	 to	 run	 enterprises	 and	
integrate	them	with	their	own	management	procedures	(Moeller,	2007).	The	cube	in	Figure	





















strategic	 objectives	 are	 high-level	 goals	 that	 organisation	 should	 link	 with	 its	 vision	 or	
mission.	 In	 other	 words,	 before	management	 establishes	 an	 effective	 ERM	 process,	 the	
necessary	 precondition	 of	 the	 objective	 component	 of	 COSO	 ERM	 must	 be	 outlined	
(Committee	 of	 Sponsoring	 Organizations	 of	 the	 Treadway	 Commission,	 2009;	 Moeller,	
2011).	 This	 will	 allow	 the	 enterprise	 to	 develop	 high-impact	 strategies,	 and	 then	 select,	






























respond	 to	 these	 risks.	 This	 is	 an	 organisation’s	 responsibility	 to	 carefully	 review	 the	
potential	impact	and	estimate	risk	likelihood	and	consider	the	cost	and	benefit	associated	
to	 risk	 (Deloach	and	Nick,	2000;	Moeller,	2011).	This	 largely	depends	on	 the	entity’s	 risk	
appetite	 and	 tolerance.	 The	 risk	 response	 can	 be	 handled	 through	 strategies	 that	 could	















trails,	 security	 and	 integrity	 and	 documentation	 (Deloach	 and	 Nick,	 2000).	 The	 control	





The	 information	 and	 communication	 provides	 an	 information	 flow	 across	 COSO	 ERM	
component	(Moeller,	2011).	Information	related	to	the	risk	events	is	accurately	identified,	
captured	 and	 communicated	 in	 a	 broader	 sense	 to	 the	 relevant	 people;	 in	 form	 and	






































In	 the	 quest	 to	 improve	 the	 ANZ/NZS	 1995	 risk	 management	 standard,	 the	 committee	
further	 published	 a	 new	 version	 of	 the	 standard	 in	 1999	 called	 AS/NZS	 4360:	 1999	 Risk	
Management	(AS/NZS	1999).	The	new	standard	was	seen	as	an	improvement	of	its	original	
standard,	specifying	the	elements	of	 the	risk	management	process	and	provide	a	generic	





guide	 for	 establishing	 and	 implementing	 of	 the	 risk	 management	 process	 involving	

























need	 to	 ‘communicate	 and	 consult’	 element.	 The	 standard	 proposes	 dialogue	 with	
stakeholders	and	focus	on	consultation	rather	than	a	one-way	flow	information	from	the	
decision	 maker	 to	 other	 stakeholders	 (Feng	 et	 al.	 2007).	 This	 demonstrates	 that	 the	
perception	of	both	 internal	and	external	stakeholders’	 is	as	 important	as	 the	estimate	of	
insiders	 and	 experts	 (Standards	 Australia/Standards	 New	 Zealand	 2009).	 Other	 stages,	
according	to	the	AS/NZS	4360:	2004	Standard	shown	in	Figure	10.4,	are	explained	below.		
4.3.3.1. 	Establishing	a	context		
Establishing	 a	 context	 helps	 to	define	 the	 relationship	 between	 the	 organisation	 and	 its	
environment	and	identify	the	strengths,	weaknesses,	opportunities	and	threats.	The	context	
includes	 setting	 the	 criteria	 for	 risk	 assessment	 in	 the	 organisation’s	 functions,	 such	 as	






Risk	 identification	 is	 concerned	 with	 identifying	 the	 risk	 to	 be	 managed.	 It	 is	 critical	 to	
determine	what	 could	 happen	 because	 it	 is	 very	 difficult	 to	 identify	 a	 risk	 at	 this	 stage	
(Rayner	2004).	However,	the	list	of	events	can	be	identified	by	considering	possible	causes	
and	scenarios	of	risk.	There	are	many	ways	an	event	can	be	initiated	which	then	forms	the	





















previously	established.	The	output	of	 risk	evaluation	 is	prioritised;	 low	risk	 levels	may	be	














It	 becomes	necessary	 for	 the	organisation	 to	monitor	 the	 risk	 in	order	 to	understand	 its	
effectiveness.	Despite	the	effort	made	by	AS/NZS	4360,	it	can	be	argued	that	It	is	not	possible	
to	create	a	standard	means	of	 integrating	risk	management	across	an	organisation	for	all	
situations	 successfully,	 because	 it	 was	 only	 established	 to	 be	 applied	 to	 individual	
departments,	projects	or	processes	(Rayner	2004;	Ahmed	et	al.	2007;	Daly	et	al.	2008).	On	
















group	 and	 technical	 advisors	 from	 more	 than	 twenty	 (20)	 countries.	 It	 is	 believed	 by	






Relevant	 organisations	 have	 published	 guides	 on	 ISO	 31000	 and	 information	 on	 how	
organisations	 should	 successfully	 implement	 risk	 management,	 while	 minimising	 losses	
(Martinez,	 2004).	 One	 of	 these	 efforts	 is	 the	 joint	 effort	 of	 the	major	 risk	management	





to	 any	 industry	 or	 sector;	 in	 fact,	 ISO	 31000	 may	 be	 applied	 to	 any	 public,	 private,	
community,	enterprise,	 group,	association	or	 individual.	 For	 instance,	 the	concept	of	 ISO	






organisation,	 and,	 including	 strategies	 and	 decisions,	 processes,	 operations,	 projects,	
functions,	assets,	products	and	services	(Standards	Australia/Standards	New	Zealand,	2009).	
It	 was	 revealed	 by	 Gjerdrum	 and	 Peter	 (2011)	 that	 the	 ISO	 31000	 offers	 organisations	
effective	risk	management	procedures	that	would	help	them	in	identifying	and	treating	risk	































between	 the	 two	 standards	 with	 regard	 to	 risk	 assessment	 and	 the	 application	 of	 the	
‘communication	 and	 consultation’	 and	 ‘monitor	 and	 review’	 elements.	 This	 process	 is	
illustrated	in	Figure	4.5.	In	view	of	that,	an	organisation	can	carry	out	a	critical	review	of	its	















The	 ISO	 31000	 process	 shows	 that	 the	 backbone	 of	 the	 risk	 management	 process	 is	




















objective	 of	 identifying	 and	 assessing	 all	 situations	 that	 have	 nontrivial	 likelihood	 and	
outcome	consequences,	then	the	risk	treatment	can	be	combined	to	yield	the	total	risk	by	















deliberation	 using	 the	 result	 of	 a	 dynamic	 simulation.	 This	 can	make	 the	 process	 more	
onerous.	 According	 to	 Isimite	&	 Rubini	 (2016)	 this	 activity	 is	 can	 be	 used	 as	 part	 of	 the	
preparatory	phase	of	a	HAZOP	study.	Johnson	(2010)	used	the	combination	of	the	layer	of	
Protection	Analysis	(LOPA)	and	ascenario-based	HAZOP	study	in	order	to	could	help	a	review	
team	to	properly	avoid	 the	duplication	of	effort	 involved	 in	 first	doing	a	HAZOP	study	to	
identify	 scenarios.	 Kotek	 &	 Tabas	 (2012)	 revealed	 that	 a	 quantitative	 HAZOP	 is	 used	 in	
finding	causes	deviations	and	scenario	development	 in	order	to	estimate	the	final	effects	
and	identify	safety	functions	by	undertaking	the	assessment	of	the	severity	and	probability	
of	 each	 scenario.	 This	 allows	 the	 organisation	 to	 select	 the	 most	 important	 preventive	
recommendations	 for	 implementation.	 The	United	 Kingdom	Health	 and	 Safety	 Executive	
acknowledge	 the	 need	 for	 industry	 to	 engage	 and	 improve	 their	 risk	 management	 and	







hazards	 and	 proposed	 measures	 that	 could	 minimize	 or	 completely	 eliminate	 potential	
sources	of	risk.	Over	the	years,	the	application	of	HAZOP	has	been	rapidly	extended	to	other	
facilities	 due	 to	 the	 recorded	 success	 of	 identifying	 not	 only	 hazards,	 but	 also	 other	
operational	problems.	Others	such	as	Isimite	&	Rubini	(2016)	suggested	the	combination	of	
traditional	 HAZOP	with	 a	 dynamic	 simulation	 to	 significantly	 reduce	 the	 effort	 and	 time	












associate	 risks.	 This	 method	 has	 been	 used	 as	 a	 methodology	 to	 accurately	 identify	

















Although	HAZOP	has	made	 considerable	progress	 in	 the	past	decades,	 literature	 such	as	
Svandova	et	al.	(2005)	and	Dunjóa	et	al.	(2010)	suggest	that	the	dynamics	of	HAZOP	studies	






breached	 in	a	given	 incident.	 In	 this	 regard	 the	HAZOP	study	does	not	provide	a	 specific	
model	 that	 deals	with	 the	 risks	 associated	with	 letter	 of	 credit.	 Furthermore,	 there	 is	 a	
particular	risk	management	approach	developed	by	Bergami	(2011)	which	is	applicable	to	
letter	of	credit	transactions.	This	model	may	be	a	suitable	framework	for	this	research.	This	
model	was	used	 in	Bergami	 (2011)	 in	 assessing	 the	documentary	discrepancy	 risk	 in	 the	








within	 the	 circle,	 as	 they	 appear	 in	 Figure	 4.6	 significantly	 affect	 the	 documentary	
compliance	and	consequently	have	a	great	impact	on	the	exporter’s	payment.	The	emphasis	















risks,	 exist	 in	export	organisations	especially	micro	and	medium	 firms,	 and	 consequently	
require	proactive	measures	to	reduce	their	impact	on	transactions.	Bergami	noted	that	the	
bank	risk	and	country	risk	are	 linked	to	political	and	economic	 factors.	Considering	these	
































all	 banks	 have	 financial	 strength	 and	 stability.	 Consequently,	 banks	 with	 a	 problem	 of	
financial	standing	or	which	are	located	in	a	poor	country	may	be	likely	to	default	on	their	
















the	 LOC	 requirements,	 or	 among	 the	 documents	 presented,	 thereby	 causing	 a	 non-
complaint	 presentation”.	 Error	 risk	 elements	 can	 be	 manifested	 as	 incorrect	 goods	
































people	 skills.	 According	 to	 Bergami	 (2011	 p.135)	 opportunity	 cost	 “is	 a	 difficult	 risk	 to	
mitigate,	particularly	where	third	parties	are	involved	and	insurance	for	documentary	errors	




















practice	or	poor	worker’s	commitment.	 It	 is	 revealed	that	“it	 is	certainly	easy	to	 imagine	











The	 Fishbone	 diagram	was	 established	 as	 a	 tool	 for	 analysing	 process	 dispersion	 in	 any	
operation.	It	is	also	referred	to	as	the	‘Ishikawa	diagram’	because	it	was	developed	by	Kaoru	






































































company	 should	 look	 at	 the	 balance	 of	 the	 diagram	 and	 check	 for	 comparable	 levels	 of	














purpose	 of	 analysis.	 The	 variables	 used	 in	 this	 model	 are	 generated	 with	 a	 theoretical	
backing	 derived	 from	 different	 articles.	 Firstly,	 the	 environmental	 risks	 which	 includes	
customer,	 country	 and	 bank	 as	well	 as	 letter	 of	 credit	 operations	were	 generated	 from	
Bergami’s	(2011)	model.	Secondly,	it	can	be	noted	from	the	study	of	Baker	(2000)	and	Mann	
(2000)	 that	 six	 types	 of	 discrepancies,	 defective	 documents,	 inconsistencies,	 absence	 of	
documents,	 shipment	 delays,	 late	 presentation	 and	 credit	 expiry,	 are	 considered	 to	 be	
outcomes	 or	 effects	 to	 be	 examined	 using	 the	 Fishbone	 diagram	 in	 the	 letter	 of	 credit	
operations.	According	 to	Mann	 (2000),	 the	presence	of	any	of	 these	discrepancies	 in	 the	
letter	of	credit	process	would	have	an	impact	on	the	exporter’s	payment.	This	stands	as	the	
basis	of	investigating	the	root	factors	and	causes	of	the	problems,	as	illustrated	in	Figure	4.8.	













































with	 its	 bank	 rather	 than	 relying	 on	 the	 buyer’s	 promises	 to	 pay	 on	 the	 due	 date.	 A	
suggestion	 given	 by	 Niepmann	 and	 Schmidt-Eisenlohr	 (2014)	 is	 that	 a	 letter	 of	 credit	 is	
considered	in	order	to	reduce	the	financial	risks.	Another	suggestion	in	the	study	of	Briggs	














on	 both	 the	 ability	 and	 moral	 character	 of	 the	 buyer	 during	 the	 preparatory	 work.	
Additionally,	Hao	and	Xiao	(2013)	revealed	that	the	beginning	of	risk	in	letter	of	credit	is	to	
deal	with	someone	who	has	bad	credit	or	ambiguous	background.	On	the	other	hand,	the	




competition	 in	 international	 trade	may	 force	 some	 exporters	 to	 accept	 the	 less	 secured	
customers	for	fear	of	losing	orders.			
















The	 records	 of	 every	 country	 exports	 and	 imports	 are	 available	 in	 the	 public	 domain,	
published	by	different	international	organisations	such	as	the	IMF,	World	Bank	and	OECD,	
as	an	indicator	of	the	of	the	nation’s	economic	health.	Naturally,	it	is	seldom	that	a	balance	
of	 payment	 is	 achieved	 in	 the	 import-export	 transaction	between	 countries	with	normal	
outcomes	 of	 surplus	 or	 deficit	 in	 trade.	 However,	 in	 cumulative	 trade	 dealing	 among	
countries,	 the	debtor	country	can	either	use	 its	 foreign	reserve	to	achieve	equilibrium	or	
borrow	foreign	currencies	in	order	to	effect	settlement	(Briggs	1994).	Moreover,	this	is	more	




The	 economic	 aspect	 of	 country	 risk	 is	 the	 danger	 for	 exporting	 to	 a	 market	 which	 is	
potentially	or	actually	financially	unsound.	Another	component	of	country	risk	is	political	risk	
which	 is	 likely	 to	arise	 from	 internal	or	external	 factors	such	as	an	unstable	government,	
foreign	 exchange	 control,	 import	 restrictions	 and	 internal	 or	 regional	 conflicts	 (Schmidt-
Eisenlohr,	2013).	These	are	factors	that	may	contribute	to	the	country	risk	by	threatening	
the	 smooth	 conduct	 of	 the	 trade	 operations,	 increasing	 the	 cost	 of	 insurance	 and	









both	 buyer	 and	 country	 risks.	 This	 type	 of	 trade	 insurance	 is	 popularly	 known	 as	 credit	
insurance.	The	credit	 insurance	is	 intended	to	cover	the	associated	risks	 in	a	single	policy	
appropriate	for	exporting	goods	to	the	selected	or	multiple	markets	at	a	premium	(Goode,	
2005).	Consequently,	 it	 is	quite	unrealistic	for	exporters	to	expect	 insurance	coverage	for	
the	same	price	with	countries	with	high	risk	exposure.	Perhaps,	this	would	attract	a	highly	
prohibitive	premium.	From	the	letter	of	credit	view	point,	the	exporter	may	strengthen	trade	








Youssef	 (1998),	 there	 are	 four	 elements	 that	 influence	 bank	 rating	 in	 letter	 of	 credit	
transactions.	 These	 are	 history	 of	 delaying	 or	 actually	 reneging	 on	 payment,	 habit	 of	
rejecting	documents	with	trivial	discrepancies,	domiciles	in	a	country	notorious	for	foreign	





contextual	 nature	 of	 the	 transaction	 is	 established,	 and	 also	 an	 additional	 payments	
guarantee	 is	 provided	 (Briggs,	 1994).	 Accordingly,	 the	 difficulties	 may	 arise	 when	 the	
exporter	is	dealing	with	a	new	bank.	































the	 bank	 is	 only	 to	 examine	 the	 documents	 ‘on	 their	 faces	 alone’	 and	 pay	 the	 exporter	
against	compliance	presentation	(Mann,	2000).	Nevertheless,	the	documentary	discrepancy	












non-payment	 in	 the	event	of	 any	of	 the	 six	discrepancies	 identified	by	Baker	 (2000)	and	
Mann	 (2000)	 defective	 documents,	 inconsistent	 documents,	 missing	 documents,	 late	













one	 another,	 particularly	 as	 to	 name,	 address,	 description	 of	 goods,	 spellings,	 value	 or	






























The	 letter	of	credit	 is	expected	to	operate	within	 the	 limited	time	boundary	given	 in	 the	





















































This	 chapter	 reviewed	 various	 risk	 management	 models.	 This	 chapter	 presents	 the	
integrated	 model	 ‘Export	 Letter	 of	 Credit	 Discrepancy	 Risk	 Model’	 which	 is	 applied	 to	
underpin	this	study.	The	chapter	explains	why	the	integrated	model	is	appropriate	in	this	






























































there	 had	 been	 other	 prospecting	 efforts,	 the	 first	 oil	 in	 commercial	 quantities	 was	
discovered	 in	 Olibiri,	 Bayelsa	 State	 by	 Shell-BP	 in	 1956	 (Akinrele,	 2003;	 UNCTAD,	 2006;	










stage,	 and	 it	 became	 an	 investment	 destination	 by	 attracting	 other	 International	 Oil	
Companies	 (IOCs)	 (Adam,	 2014),	 where	 nine	 (9)	 oil	 majors	 joined	 oil	 exploration	 and	




administer	 the	 industry	 (Omoleke	 and	 Adeopo,	 2005).	 It	 is	 argued	 that	 throughout	 the	







control	 of	 its	 oil	 industry	has	 resulted	 in	 the	 introduction	of	 the	Petroleum	Act	of	 1969.	
(Omoregbe,	 2001;	 Nwokeji,	 2007;	 Odularu,	 2008).	 Others	 argued	 that	 the	 longstanding	
public	demand	to	have	permanent	sovereignty	over	natural	resources,	could	be	the	reason	
for	such	changes	 (Adam,	2014).	However,	 the	guidelines	of	 the	Declaration	of	Petroleum	
Policy	adopted	by	the	Organisation	of	Petroleum	Exporting	Countries	(OPEC)	and	resolution	
XVI	of	1968	require	all	OPEC	member	states	to	have	control	of	their	hydrocarbon	resources.	
Specifically,	when	Nigeria	 joined	OPEC	 in	1971	as	 the	eleventh	member	 (Ikein,	2017),	 its	
position	 suddenly	 went	 beyond	 oversight	 functions	 to	 direct	 participation,	 and	 perhaps	
ended	the	traditional	concession	held	by	IOCs,	and	shifted	all	ownership	rights	and	control	




and	 assets	 of	 IOCs	 through	 a	 sweeping,	 economy-wide	 nationalization	 program,	 where	





Nigeria	 acquired	 investment	 of	 oil	 industry	 with	 equity	 participation	 of	 minimum	 of	 60	
percent	(Nwokeji,	2007).	Because	Nigeria	lacked	crude	oil	trade	knowledge	and	investment	
backing	throughout	the	1960s	and	early	1970s,	a	special	arrangement	was	made	between	













and	 13.8	 percent	 to	 Gross	 Domestic	 Product	 (GDP)	 in	 2011	 and	 2012	 respectively.	 The	

























Government	 with	 eleven	 subsidiaries.	 After	 its	 creation,	 the	 NNPC	 first	 acquired	 a	 35%	
interest	in	the	Nigerian	Agip	Oil	Company	(NAOC)	through	its	subsidiary	National	Petroleum	
Investment	 Management	 Services	 (NAPIMS)	 (Lawal,	 2008).	 By	 1979,	 Nigeria	 gradually	
expanded	 its	 NNPC’s	 interest	 in	 all	 IOCs’	 oil	 and	 gas	 projects	 with	 a	 maximum	 60%	
participation	interest	(Garba,	2000;	Iledare	and	Suberu,	2010).	Table	5.1	provides	details	of	
the	gradual	 government	acquisitions	 in	 the	 IOCs.	 It	 can	be	observed	 from	 the	 table	 that	
Nigeria	surrendered	its	influence	in	the	oil	and	gas	operation	for	nearly	15	years	after	the	
discovery	of	oil	 in	 commercial	quantities	 in	1956.	The	corporation’s	major	partners	have	




























































From	a	different	perspective,	 the	Department	of	 Petroleum	Resources	 (DPR),	which	was	
created	 in	1970	as	a	 result	of	 the	expansion	of	 the	Ministry	of	Petroleum	Resource,	was	
responsible	 for	 administering	 the	 bidding	 and	 allocation	 process	 of	 oil	 and	 gas	 blocks	
throughout	 the	 country	 (Audu	 &	 Osuala,	 2013).	 In	 1990,	 the	 Nigerian	 government	
introduced	oil	 and	 gas	 blocks	 allocation	 to	 the	national	 companies	with	 the	objective	of	
boosting	 indigenous	participation	 in	the	oil	sector.	These	oil	block	holding	companies	are	
regarded	 as	 the	 industry	 players	 in	 oil	 and	 gas	 development,	 producing	 and	 exporting	









(JVAs);	 Production	 Sharing	 Contracts	 (PSCs),	 and	 crude	 from	 Nigerian	 Petroleum	








the	 Joint	Operation	Agreement	 (JOA).	However,	 the	NOC	may	elect	 to	participate	 in	 the	
development	and	production	operations	when	the	oil	reserve	 is	commercially	viable.	The	
agreement	connotes	the	 legal	relationship	between	the	co-owner	of	the	 licence,	 lease	or	
concession	and	the	government	that	spells	out	rights	and	obligations	for	the	conduct	of	the	






















1	 Shell		 30	 55	
TotalFinaElf	 10	
2	 ExxonMobil		 40	 60	
3	 ChevronTexaco		 40	 60	
4	 Agip	Oil	 20	 60	
Phillips		 20	
5	 TotalFinaElf		 40	 60	






of	 Understanding	 (MOU)	 (Oguine,	 1999;	 Boateng	 &	 Glaister,	 2002;	 Adewuyi	 &	 Oyejide,	
2012).	 Thus,	 every	 year,	 the	 operator	 presents	 an	 operating	 budget	 to	 the	 participating	




























Under	 a	 Production	 Sharing	 Contract	 (PSC)	 the	 government	 awards	 an	 exploration	 and	
production	 licence	 to	one	or	more	 IOCs	 for	 the	 responsibilities	of	oil	block	operations	 in	
accordance	with	the	Production	Sharing	Agreements	(PSA)	signed	between	the	parties.	The	
origin	 of	 the	 PSC	 model	 can	 be	 traced	 to	 Indonesia	 where	 state-owned	 company	
Pertammina	first	used	the	contract	method	in	an	arrangement	with	American	Oil	Company	
in	1966.	This	 concept	was	 later	 to	become	worldwide	and	 referenced	 in	many	 countries	








Wright	 and	 Gallun	 2005).	Moreover,	 the	 remaining	 balance	 based	 on	 crude	 production,	
referred	to	as	profit	oil,	is	divided	between	the	government	and	the	operating	companies	in	
the	proportion	spelt	out	in	the	PSC	(Sayne	et	al.	2015).	According	to	Saidu	and	Aujara	(2014),	
host	 countries	 give	 more	 emphasis	 to	 profit	 oil	 as	 its	 net	 revenue	 after	 all	 necessary	
deductions.	 It	 is	noticeable	 that	 this	 type	of	 contract	 is	 the	worthwhile	 concept	which	 is	
















forward	by	Agoro	 (2001)	 is	 that	 the	Nigerian	government	adopted	PSC	 in	order	 to	retain	
control	of	the	oil	fields	and	also	reduce	pressure	on	cash	call	in	the	previous	JOA	with	IOCs	























Operator	 Oil	Block	OPL/OML	 Effective	Date	 Year	Relinquished		
Addax	 OPLs	98/118	 06-May-98	 	
OPLs	90/225	 06-May-98	 	
Statoil	 OPL	217	 18-May-93	 	
OPL	218	 18-May-93	 	
Texaco	 OPL	213	 01-May-93	 	
Conoco	 OPL	220	 02-Jul-93	 	
Elf	 OPL	222	 01-Apr-93	 2000	
OPL	223	 01-Apr-93	 2000	
OPLs	803/806/809	 	 	
SNEPCO	 OML	118	 01-Apr-93	 	
OPL	219	 01-Apr-93	 	
OPLs	803/806/809	 01-Apr-93	 2001	
NAE	 OPL	211	 01-Jul-93	 	
OML	125	 01-Jul-93	 	
NAE/NPDC	 OPL	209	 01-May-93	 	






Mobil	 OPL	221	 01-May-93	 	
Petrobas	 OPL	324	 20-Dec-01	 	
Phillips	 OPL	318	 14-Feb-02	 	






















The	 NNPC	 directly	 engages	 in	 oil	 and	 gas	 operation	 through	 its	 subsidiary,	 the	 Nigerian	
Petroleum	Development	Company	(NPDC).	The	company	was	created	in	1988	in	order	to	
expand	 NNPC’s	 influence	 and	 independent	 operation	 in	 upstream	 exploration	 and	
production	 (Nwokeji,	 2007;	 NNPC,	 2016).	 The	 company	 covers	 a	 range	 of	 activities	 in	
upstream	oil	and	gas	in	five	states:	Bayelsa,	Edo,	Delta,	Imo	and	Rivers	in	the	Niger	Delta	
region.	The	NNPC	has	awarded	its	equity	in	many	of	its	onshore	and	offshore	oil	blocks	to	

































Crude	 oil	 sales	 remain	Nigeria’s	major	 source	 of	 revenue	 (Ribadu,	 2012),	 accounting	 for	
roughly	70%	of	government	income.	Essentially,	because	of	the	early	presence	and	massive	
investments	of	IOCs	in	the	Nigerian	oil	and	gas	industry,	all	oil	exploration	and	production	
installations	 such	as	oil	platforms,	pipelines	and	 terminals	belong	 to	 the	 IOCs	 (Atsegbua,	
1999;	Ovadia,	2013;	Katsouris	&	Sayne,	2013;	 Ifesinachi	&	Aniche,	2014).	This	makes	 the	
NNPC	as	the	only	crude	collecting	party	when	the	government	take	is	due.	It	is	noticeable	
that	 the	oil	 terminals	which	are	 the	main	crude	oil	 storing	centres	are	 the	only	channels	
through	which	the	NNPC	exports	its	oil.	Currently,	there	are	24	terminals	located	in	the	three	




























1	 Bonny	 250,000	 JV	 Onshore		 SPDC	 Western	
2	 Bony	River		 (Akpo)155,0
00	
PSC	 Offshore	 Total	 Lagos	
3	 Qua-Iboe	 400,000	 JV	 Onshore	 ExxonMobil	 Western	
4	 YOHO	 45,000	 JV	 Offshore	 ExxonMobil	 Western	
5	 Brass	 97,000	 JV	 Onshore		 NAOC	 Western	
6	 Amenam		 65,000	 JV/AF	 Offshore		 EPNL	 Western	
7	 Antan	 42,000	 PSC	 Offshore	 Addax	 Western	
8	 Okwori	 18,000	 PSC	 Offshore	 Addax	 Western	
9	 Okono	 21,000	 Independent	 Offshore	 NPDC/AGIP	 Western	
10	 Ima		 900	 Independent	 Offshore	 AMNI	 Western	
11	 Obe	 0	 Independent	 Offshore	 Cavendish		 Eastern		
12	 Ukpokiti		 500	 Independent	 Offshore	 Express/Atlas	 Eastern		
13	 Escrabos		 175,000	 JV	 Onshore	 Chevron		 Eastern		
14	 Forcados	 250,000	 JV	 Onshore	 Shell/Snepco	 Eastern		
15	 Abo	 22,000	 PSC	 Offshore	 Agip	 Eastern		
16	 Bonga	 200,000	 PSC	 Onshore	 Shell/Snepco	 Lagos		
17	 EA	 ,000	 	 	 	 Eastern		
18	 Erha		 93,000	 PSC	 Offshore	 ExxonMobil	 Lagos		
19	 Pennington		 19,500	 JV	 Offshore	 Chevron	 Eastern		
20	 Usan	 117,000	 PSC	 Offshore	 ExxonMobil	 Lagos		
21	 Sea	Eagle	 40,000	 JV	 Offshore	 Shell/Snepco	 	
22	 Agbami	 240,000	 PSC	 Offshore	 Chevron	 Lagos		
23	 Tulja		 18,000	 PSC	 Onshore	 Sterling	Oil	 	






of	 crude	oil	 know	as	Domestic	 Crude	Allocation	 (DCA)	 to	 its	 subsidiary,	 the	Pipeline	 and	
Product	 Marketing	 Company	 (PPMC)	 in	 order	 to	 distribute	 it	 among	 four	 state-owned	
refineries	 for	 domestic	 process	 and	 consumption	 (Odularu,	 2008;	 Balouga,	 2012).	 The	
refineries,	two	in	Port	Harcourt	and	one	each	in	Kaduna	and	Calabar	were	established	in	the	



















almost	53%	of	 the	Nigerian	 crude	oil	 production	 (Akinrele,	 2014;	 Sayne	et	 al.	 2015).	 For	
instance,	in	2015,	the	NNPC	sold	a	total	volume	of	144,568,446	barrels	of	crude	oil.	Out	of	





























































1	 MRS	Oil	and	Gas	 60	 9	 Trafigura	 32	 16	 Duke	Oil		 90	
2	 Oando	PLC	 60	 10	 Vitol	SA	 32	 17	 Calson/Hyson																32	
3	 Sahara	Energy		 60	 11	 Mercuria	 32	 	 Refiners	 000
bpd	










6	 Eterna	Oil	 45	 13	 Totsa	SA	 32	 20	 Cepsa	(Spain)	 60	
7	 Emo	Oil	&	
Petroleum		
45	 14	 Exxon	Sale	and	Supply	 32	 21	 Saras	SPA	(Italy)	 60	






On	 average,	 the	NNPC	 sells	 1,000,000	barrels	 of	 crude	oil	 per	 day	 divided	 into	 20	 to	 30	
cargoes	 per	month,	with	 a	 standard	 cargo	 lifting	 capacity	 of	 950,000	 barrels	 (Ibiezugbe,	
2008).	It	is	reported	that	most	of	the	companies	that	hold	term	contracts	who	were	allocated	









as	an	effort	 to	minimise	the	customer	default	 risk	 that	may	arise	 in	the	transaction.	One	
major	reason	that	the	NNPC	declines	to	adopt	confirmed	credit	is	probably	because	all	banks	
involved	 in	 its	oil	 payment	 transaction	are	well	 rated,	 internationally	 recognised	and	are	
unlikely	to	default.	Hence,	the	sales	contract	specifies	that	all	cargoes	are	sold	based	on	Free	












therefore	 deliberate	 between	 the	 oil	 producing	 companies	 and	 the	 COMD	 every	month	
(Atsegbua,	1999;	Ughamadu,	2003).	The	outcome	of	crude	lifting	analyses	allows	the	NNPC	
to	 develop	 crude	 oil	 lifting	 programmes	 for	 the	 next	 two	months	 according	 to	 crude	 oil	
production	and	quantity	to	be	allocated	to	each	off-takers	(Ogbu,	2008).	The	offer	letters	
are	then	issued	to	these	companies	and	are	expected	to	respond	through	acceptance	letter	













Furthermore,	 the	 actual	 crude	 oil	 process	 will	 begin	 after	 the	 COMD	 has	 accepted	 a	
nominated	vessel	based	on	the	laydays	and	cancelling,	or	simply	‘Laycan’,	where	the	lifting	
company	would	issue	Documentary	Instruction	(DI)	to	the	COMD.	The	Laycan,	refers	to	the	





period	 by	 which	 the	 nominated	 vessel	 must	 tender	 its	 readiness	 for	 crude	 oil	 loading,	
expressed	in	two	dates	(Ogbu,	2008).	For	example,	the	laydays	could	be	28th	October	while	
2nd	November	is	for	cancelling.	Where	these	days	are	not	followed	appropriately,	shipment	


















both	 the	 NNPC	 and	 its	 customers,	 possibly	 due	 to	 credit	 amendments	 that	 involve	
negotiation	 and	 counter-negotiation	 on	 complex	 clauses	 appearing	 in	 the	 credit	 issued.	
Consequently,	only	successful	performance	of	the	NNPC	by	meeting	documentary	obligation	
as	 required	by	 the	 credit	will	 permit	 the	 issuing	bank	 to	effect	payment	of	 the	 crude	oil	
exported	30	days	after	 the	bill	of	 lading	date,	as	agreed	 in	 the	contract	 (Suleiman,	2010;	
Fubura,	 2015).	 It	 is	 noted	 that	 all	 the	 proceeds	 from	 these	 transactions	 are	 paid	 into	 a	
NNPC/CBN	 designated	 account	 with	 JP	Morgan	 Chase	 Bank	 in	 New	 York,	 United	 States	
(Ribadu,	2012).	








procedure	 in	 the	 NNPC	 (Sayne	 et	 al.	 2015).	 As	 noted	 in	 Chapter	 two,	 the	 documentary	
groundwork	allows	the	exporter	to	generate	all	necessary	documents	requested	in	the	letter	
of	 credit	 and	present	 them	 to	 the	bank	 for	payment.	 Some	of	 these	documents	 are	not	































to	 the	 government	 for	 export	 comes	 from	 JV,	 PSC	 and	 NPDC.	 The	 review	 showed	 the	
mechanism	 which	 the	 NNPC	 uses	 in	 selling	 the	 Nigerian	 crude	 oil	 on	 behalf	 of	 the	
government.		It	 is	also	noted	that	the	term	contract	for	the	crude	oil	 lifting	is	established	
between	 the	NNPC	and	 lifting	 companies.	 The	 chapter	 also	 explained	 the	mechanism	of	
Nigerian	crude	oil	sales	using	letter	of	credit	and	also	the	documents	involved	in	the	process.									
	

































































risk	 elements	 around	 the	 company’s	 external	 environment	 must	 be	 considered.	 The	
customer	with	whom	the	sales	contract	was	signed,	the	country	of	destination	and	the	banks	
which	 facilitate	 the	 payment.	 Therefore,	 in	 reflecting	 NNPC’s	 environmental	 risk	 with	
integrated	 export	 letter	 of	 credit	 discrepancy	 risk	 model,	 it	 is	 essential	 to	 conduct	 risk	









Customer	 risk	 in	 letter	of	 credit	operations	 is	 a	 familiar	 concept	 to	export	organisations,	




is	 that	 the	 exporter	would	 be	 better	 establishing	 a	 face-to-face	 trade	 relationship	when	
looking	for	partner	or	trade	opportunities.	This	is	to	say	both	importer	and	exporter	should	
know	each	other	or	at	least	they	should	have	met.	It	is	argued	that	the	beginning	of	risk	in	















$100	million	 (USD)	 and	 $40	million	 (USD)	 respectively	 (Ughamadu,	 2003).	 These	 can	 be	










	 2011	 2012	 2013	 2014	 2015	
Nigerian	Traders	 27	 21	 21	 29	 8	
IOC	Traders	 -	 -	 -	 -	 4	
International	Traders		 18	 13	 13	 7	 3	
NNPC	Subsidiaries	 3	 2	 2	 2	 2	
Refineries	 2	 4	 4	 2	 4	
Bilateral	Governments			 8	 10	 10	 3	 -	


































country’s	 risk	before	establishing	 the	 letter	of	 credit	with	 the	potential	 buyer,	 especially	




see	some	developed	and	emerging	economies	 looking	 to	 import	Nigerian	crude.	What	 is	





risk	 can	 be	 measured	 through	 understanding	 the	 financial	 position	 from	 the	 country’s	











































China	 1.4	 2	 1.4	
	 39.1	 	
India	 20.0	 3	 23.4	Indonesia		 3.4	 3	
South	Africa		 7.4	 4	 7.4	
Brazil	 6.9	 5	 6.9	
Senegal	 1.4	 6	
4.4	 	 	 4.4	Ivory	Coast	 3.0	 6	










countries	are	 classified	as	 ‘0	 risk	 level’,	 possibly	because	of	 their	market	price	discipline.	
Figure	6.2	presents	the	distribution	of	Nigerian	crude	oil	by	region.		































































interviews	 seem	 to	 support	 this	 notion,	 because	 there	 is	 correlation	 between	 increasing	












As	 revealed	 by	 literature	 sources,	 letter	 of	 credit	 is	 the	most	 secure	 financial	 technique	






a	 reputable	 first	class	Nigerian	bank	approved	by	the	SELLER	or	a	 first	class	 international	
bank	acceptable	to	the	SELLER”	(NNPC,	2013	p.26).	
	
In	 addition	 to	 this,	 a	 top	management	 official	 at	NNPC	 explained	 the	 reason	why	NNPC	
chooses	to	trade	only	by	letter	of	credit:	
	
“We	 adopted	 letter	 of	 credit	 for	 our	 crude	 oil	 lifting	 so	 as	 to	 minimise	 the	 credit	 risk.	
























credit	was	 removed	 in	 2014,	 there	would	 no	 longer	 be	 a	 need	 for	 the	 confirming	 bank.	










































1	 Rabobank	 Netherlands	 781.9	 F1+	 AA-	
2	 HSBC	 United	Kingdom	 2,374.0	 F1+	 AA-	
3	 ANZ	Bank	 Australia	 698.0	 F1+	 AA-	
4	 BNP	Paribas	 France		 2,496.8	 F1	 A+	
5	 J.P.	Morgan	 United	States		 2,490.0	 F1	 A+	
6	 Citybank		 United	States	 1,792.0	 F1	 A+	
7	 Standard	Chartered		 United	Kingdom	 674.3	 F1	 A+	
8	 ABN	Amro	 Netherlands		 469.6	 F1	 A+	
9	 ING	 Belgium		 197.8	 F1	 A+	
10	 Credit	Agricole	 Switzerland	 2,094.5	 F1	 A	
11	 Societe	Generale		 France	 1,674.4	 F1	 A	
12	 Sumitomo	Mitsui	 Japan/Belgium		 1,515.0	 F1	 A	
13	 Natixis	 France	 703.5	 F1	 A	
14	 Santander	Group	 United	Kingdom	 372	 F1	 A	
15	 Deutsche	Bank	 Germany	 1,676.0	 F1	 A-	
16	 Mizuho		 Japan		 1,640.0	 F1	 A-	
17	 Credit	Suisse	 Switzerland	 979	 F2	 A-	
18	 Unicredit	 Italy		 1,166.0	 F2	 BBB+	
19	 Comerzbank	AG	 United	Kingdom	 758.0	 F2	 BBB+	
20	 Zenith		 Nigeria	 15.5	 B	 B+	
21	 GTB	 Nigeria	 10.2	 B	 B+	
22	 United	Bank	for	Africa	 Nigeria	 17.0	 B	 B	
23	 Access	Bank	 Nigeria	 11.8	 B	 B	
24	 First	Bank		 Nigeria	 24.9	 B	 B-	
25	 Diamond		 Nigeria	 6.7	 B	 B-	
26	 Fidelity		 Nigeria	 4.2	 B	 B-	
27	 Ecobank	 Nigeria	 5.9	 WD	 WD	
28	 Stanbic	IBTC	 Nigeria	 3.2	 NA	 NA	
29	 Sterling		 Nigeria		 2.7	 NA	 NA	











knowledge	 and	 active	 involvement	 in	 oil	 trading.	 They	 are	 also	 better	 informed	 about	
interpreting	oil	letters	of	credit	around	the	world.	All	payments	are	made	into	the	CBN/NNPC	
Crude	Oil	and	Gas	Revenue	account	with	JP	Morgan	Chase	in	New	York.	The	value	of	one	






















and	 expiry	 date	 of	 the	 letter	 of	 credit.	Other	 complex	 clauses	 could	 be,	whether	 or	 not	
transfer	at	another	port	would	be	allowed	and	if	the	contents	of	the	letter	of	credit	could	be	















usually	 five	days	before	 the	 first	 lifting	day	as	 specified	 in	 the	contract.	According	 to	 the	
NNPC’s	general	conditions	of	crude	oil	 sales	 (NNPC,	2013),	 failure	 to	open	an	acceptable	


























risk	 and	 costs	 regarding	 goods	 damaged	 in	 transit.	 This	 trade	 term	 is	 common	 in	 intra-




documentations	 such	 as	 Single	 Goods	 Declaration	 (SGD)	 and	 any	 other	 fundamental	
requirements	set	by	the	Nigerian	Customs	Service.	According	to	Article	17	of	condition	of	
Sales	and	Purchase	of	Nigerian	crude	oil:	





















Consequently,	 as	 NNPC	 tries	 to	 cut	 down	 responsibilities	 and	 risk,	 there	 are	 certain	









days	 before	 the	 crude	 oil	 lifting	 date.	 Such	 instructions	 list	 all	 types	 and	 numbers	 of	











S/n	 Document	 Originals	 Photocopies	 Third	Party	
1	 Bill	of	lading	 3	 3	 Terminal	Operator		
2	 Certificate	of	Quantity	 1	 3	 MPR	
3	 Certificate	of	Quality	 1	 3	 DPR	
4	 Certificate	of	Origin	and	Authenticity	 1	 3	 DPR	
5	 Cargo	Manifest		 1	 3	 DPR	
6	 Tanker	Time	Sheets/Statement	of	Fact	 1	 3	 Terminal	Operator		
7	 Ship	Ullage	Report	 1	 3	 DPR	
8	 Master’s	Receipt	for	Samples	 1	 3	 DPR	
9	 Master’s	Receipt	for	Document	 1	 3	 DPR	
10	 Documentation	Receipt			 1	 3	 DPR	
11	 Commercial	Invoice	 1	 0	 COMD	






contract.	 The	 risk	 of	 producing	 shipping	 documents	 and	 certification	 can	 be	 measured	
through	 cumbersome,	 lengthy	 procedures	 and	 bureaucracy.	 As	 noted	 in	 Table	 6.3,	 the	
majority	of	these	documents	are	produced	by	DPR	which	processes	the	certificates	based	
on	instructions	given	by	NNPC	and	in	accordance	with	the	letter	of	credit.	The	quality	and	














destination.	 In	 producing	 this	 document,	 the	 Terminal	 Operators	 only	 rely	 on	 written	
instructions	and	relevant	data	supplied	by	the	COMD.	The	certificate	of	quantity	represents	
the	details	about	 the	number	of	barrels	 lifted	 from	the	 terminal,	 including	details	of	 the	
shipment	such	as	names	of	consignor	and	consignee,	the	name	of	the	tanker	and	port	of	
destination	 (Ogbu,	2008).	This	 certificate	 is	 issued	by	 the	Nigerian	Ministry	of	Petroleum	
Resources	acting	as	the	overseeing	agency	of	the	government.	Customer	or	appointed	agent	
such	as	Master	of	the	nominated	vessel,	as	well	as	the	terminal	operator	or	appointed	agent	
of	 NNPC	 fully	 participate	 in	 the	 volumetric	 and	 temperature	 measurement	 (Abubakar,	






Nigerian	 customs	 and	 DPR	 (Aigbokie,	 2008).	 The	 working	 environment	 as	 well	 as	 staff	











consignee	and	destination	of	 the	 cargo.	 This	 information	may	be	mandatory,	due	 to	 the	
effective	 documentary	 compliance	 as	 requested	 in	 the	 letter	 of	 credit	 (Tella,	 2006).	
Additionally,	for	any	vessel	to	be	sailed	out	of	Nigeria’s	shore,	a	Nigerian	Navy	certificate	




















The	 mechanics	 of	 the	 letter	 of	 credit	 in	 crude	 oil	 export	 operations	 is	 based	 upon	
documentary	 production.	 As	 explained	 by	 Miller	 (1959),	 the	 parties	 to	 the	 credit	 are	
exclusively	 concerned	with	 the	 rights,	 liabilities	 and	 interests	 in	 the	 transaction,	 and	 the	
proceeds	of	the	credit	solely	determined	in	reference	to	the	documents.	The	COMD,	as	a	
unit	predominantly	in	the	NNPC,	is	responsible	for	collecting	all	shipping	documents	from	all	
24	 terminals.	 It	 is	 necessary	 to	 consider	 the	 internal	 documentation	 process	 and	 also	






































to	 be	 produced	 by	 the	 COMD’s	 Revenue	 and	 Account	 Department.	 All	 documents	 are	
submitted	to	the	advising	bank	and	then	forwarded	to	the	issuing	bank.	Data	show,	however,	
that	 the	Revenue	and	Account	Department	posted	 the	documents	using	 the	DHL	courier	






























the	 event	 of	 any	 of	 the	 six	 discrepancy	 problems,	 defective	 documents,	 inconsistent	
documents,	missing	documents,	late	shipment,	late	presentation	and	credit	expiry	occurred.		
	







2002).	 Generally,	 as	 shown	 in	 the	 literature,	 the	 duty	 of	 the	 bank	 is	 to	 scrutinise	 the	
documents	presented	by	the	exporter	against	possible	discrepancies	identified	above.	If	the	
































content	 analysed.	 Accordingly,	 the	 data	 only	 suggest	 exploratory	 justification.	 This	 is	





As	 expected,	 the	 data	 established	 the	 existence	 of	 documentary	 discrepancies	 in	 the	


















the	 documents	 examined.	 This	 is	 considerably	 lower	 than	 the	 level	 of	 discrepancies	
identified	by	the	ICC.	Notably,	the	data	indicated	the	details	about	the	types	and	frequencies	
of	 discrepancy.	 Technical	 examination	 of	 the	 documents	 revealed	 that	 the	 identified	
discrepancies	in	NNPC’s	letter	of	credit	operations	is	not	just	about	submitting	defective	or	





inconsistent	documents,	 as	noted	 in	 the	 literature,	but	also	about	 failing	 to	 comply	with	
other	 terms	 and	 conditions	 initially	 agreed	 upon	 in	 the	 underlying	 sales	 contract.	 These	














S/N	 Discrepancy	 Occurrence	 Percentage		
1	 Late	presentation	 57	 34%	
2	 Late	Shipment	 43	 26%	
3	 Inconsistencies	 35	 21%	
4	 Defect	Documents	 23	 14%	
5	 Missing	document		 5	 3.%	
6	 Letter	of	credit	expiry		 4	 2%	
	 Total	Discrepancies	 167	 100%	
	
The	data	 from	Table	6.5	 show	 the	 frequencies	of	 the	discrepancy	 risks	 spread	across	 six	
categories.	Late	presentation	and	late	shipment	recorded	the	highest	level	of	discrepancies,	
collectively	accounting	for	60%	of	the	total	discrepancies.	The	57	discrepancies	found	in	late	


































	 2011	 2012	 2013	 2014	 2015	
Late	Presentation	 26	 11	 10	 7	 3	
Defective	Documents		 8	 4	 6	 2	 3	
Missing	Documents		 3	 -	 1	 1	 -	
Late	Shipment		 13	 10	 7	 8	 5	
Inconsistencies	 5	 7	 10	 9	 4	
Credit	Expiry	 1	 -	 2	 1	 -	
Total	 56	 32	 36	 28	 15	






















Terminal	 operation	 is	 the	 operational	 exercise	 to	 deliver	 the	 crude	 oil	 to	 the	 customer	
according	to	the	Laycan	programme.	One	of	the	interviewees	(N2)	from	the	Shipping	and	
Terminals	 department	 commented	 that:	 “Terminal	 operation	 is	 the	 key	 of	 our	 crude	 oil	
export	operations.	We	produce	the	set	of	shipping	documents	in	the	terminal	of	loading	and	
therefore	any	delay	in	their	processing	may	affect	the	entire	letter	of	credit	operations”.	The	
operations	 involve	 different	 pertinent	 aspects	 connected	 to	 control	 the	 crude	 oil	 export	
activities;	from	the	oil	fields,	to	the	terminal	and	finally	to	the	customers.	The	objective	of	a	
terminal	operation	is	to	provide	a	set	of	technical	procedures	to	manage	machines,	vessels,	
and	 people	 within	 the	 facility	 to	 enable	 a	 unified	 link	 to	 effective	 management	 of	 the	
terminal.	Many	 respondents	 regarded	 terminal	 operation	 as	 a	 factor	 responsible	 for	 the	
discrepancy	 risk	 in	 letter	 of	 credit	 operations.	 This	 is	 because	 a	 significant	 number	 of	
discrepancies	occur	at	the	terminal.	A	participant	among	the	interviewees,	(N14)	expressed	
the	 view	 that:	 “obviously	 we	 faced	 some	 technical	 problems	 while	 loading,	 which	 can	
translate	to	late	loading	of	crude	oil”.		
	
The	 terminal	presents	a	great	challenge	 that	may	not	allow	exporters	 to	meet	 the	 latest	
shipment	date	as	specified	in	the	letter	of	credit.	Another	important	consideration	is	that	
there	are	parties	allocated	 to	each	of	24	 terminals,	 such	as	Terminal	Operator,	Customs,	
Navy,	DPR	staff,	COMD	representatives,	customers’	representatives,	Ship	Masters	etc.	Each	
party	 executes	 its	 responsibilities	 for	 the	 purpose	 of	 effective	 crude	 oil	 loading	 and	
documentary	production.	However,	one	interviewee	(N10)	expressed	the	view	that:	“there	
is	 lack	 of	 coordination	 between	 these	 parties	 before,	 during	 or	 after	 loading	 as	 well	 as	
documentation”.	This	 variable,	 tagged	 ‘terminal’	 in	 the	export	 letter	of	 credit	operations	




















could	 be	 supported	 without	 delay.	 The	 NNPC	 usually	 designs	 shipping	 and	 loading	





not	 mentioned	 in	 the	 letter	 of	 credit	 which	 we	 have	 to	 process,	 but	 sometimes	 the	
procedures	are	quite	lengthy	and	delayed	before	we	obtain	them”.	Consequently,	complying	





























present	 at	 various	 stages	 of	 the	 process,	 from	 receiving	 credit	 issued,	 crude	 oil	 loading,	
documentary	 processing	 to	 the	 presentation	 of	 required	 documents	 to	 the	 bank.	 This	 is	
regarded	as	the	major	factor	in	all	six	documentary	discrepancy	risk	categories.	Relatively,	
the	human	factor	can	be	said	to	be	present	at	any	time	during	the	NNPC’s	letter	of	credit	
operation.	 One	 of	 the	 major	 considerations	 is	 that	 documentary	 discrepancies	 are	
manifested	by	human	beings	and	not	caused	by	machines.	The	high	tendency	for	errors	in	






observed	 that	 each	 activity	 in	 letter	 of	 credit	 operations	 is	 supported	 by	 a	 designated	





















Presentation	of	 required	documents	 to	 the	bank	21	days	after	 the	bill	of	 lading	date	has	
become	a	challenging	phenomenon	in	the	NNPC’s	letters	of	credit.	The	presentation	factor	
is	found	to	be	present	in	two	root	effects;	late	presentation	of	documents	and	the	letter	of	
credit	 expiry.	 Analysis	 shows	 that	 this	 factor	 usually	 gives	 rise	 to	 discrepancies,	 and	 this	



























signed	 the	 term	 contract	 for	 the	 first	 time.	Moreover,	 some	 of	 the	 causes	 of	 defective	












work	 overload,	 staff	 negligence	 or	 the	 nature	 of	 the	working	 environment.	 Some	of	 the	
respondents	mentioned	that	a	combination	of	too	much	work	as	well	as	too	many	demands	





within	 a	 limited	 boundary	 would	 create	 a	 problem	 within	 the	 NNPC’s	 letter	 of	 credit	
operations.	 According	 to	 Bergami	 (2011)	 there	 is	 a	 strong	 correlation	 between	 a	











entails	a	 complex	 technical	procedure.	This	 is	 the	 factor	which	 is	 responsible	 for	 causing	
discrepancies	 in	 the	 letter	 of	 credit	 operation,	 such	 as	 missing	 documents	 and	
inconsistencies	in	documents.	Like	other	factors,	the	technical	difficulties	provide	space	for	










four	 departments	 in	 the	 NNPC’s	 COMD.	 They	 are	 contract,	 commercial,	 revenue	 and	









the	 findings	of	 the	documentary	analysis.	Consequently,	 six	broad	discrepancy	areas	and	
nine	risk	factors	were	highlighted	in	the	Export	letter	of	Credit	Operation	Discrepancy	Risk	
Model	 as	 needing	 further	 clarification	 from	 the	 chosen	 experts	 who	 participated	 in	 the	
interviews.	 The	 interviews	 further	 identify	 the	 detailed	 causes	 within	 each	 category.	
Moreover,	the	interviewees	identified	more	factors	attributed	to	the	causes,	and	continue	









condition	 depends	 on	 the	 interaction	 of	 the	 discrepancy	 risk	 factors	 such	 as	 procedure,	












































































It	 is	 acknowledged	 from	 the	 data	 that	 a	 shipment	 delay	 is	 caused	 by	 the	 poor	weather	















instances	 of	 planning,	 programme,	 process	 and	 decision	 making	 (Blanko,	 2005).	 Each	
terminal	receives	a	daily	amount	of	the	different	oil	varieties	to	store	before	finally	being	
exported	by	 the	 customers.	Usually,	 the	 shutdown	of	 the	production	 fields	operations	 is	
considered	when	the	storage	capacity	is	about	to	exceed	its	maximum	level.	Responses	from	































































































Figure	6.6	The	general	conclusion	 is	 that	 factors	such	as	vessels,	 terminal,	personnel	and	
















As	 generally	 evident	 from	 the	 literature,	 the	 NNPC	 has	 the	 responsibility	 to	 prepare	 all	
documents	and	other	conditions	stated	in	the	letter	of	credit	and	submit	them	to	the	bank	















In	 several	 instances	 the	 interviewees	 identified	 the	 credit	 amendment	as	a	 cause	of	 late	
presentation	discrepancy.	The	credit	amendment	occurs	when	both	parties	wanted	to	adjust	






“Documents	 are	 delayed	 because	 of	 disagreements	 between	 us	 and	 customers	
based	on	some	contract	terms.	We	load	and	anchor,	meaning	after	loading	we	keep	
































“We	 have	 24	 crude	 oil	 export	 terminals.	 Ideally,	 when	 shipping	 documents	 are	
processed	in	the	terminal,	the	helicopter	used	to	pick	our	representatives	together	
with	documents	every	week.	However,	the	documents	first	go	to	our	regional	offices	












“Even	 when	 shipping	 documents	 arrived	 here	 (COMD	 Shipping	 &	 Terminal	






























“Even	 when	 the	 documents	 become	 ready	 for	 dispatch,	 it	 will	 take	 additional	 3	








































Human	resources	are	an	 integral	part	of	the	organisational	operations.	 It	 is	the	staff	that	
processes	the	letter	of	credit.	Many	risk	incident	reports	cite	human	error	as	a	primary	cause	


















Having	appropriate	experience	and	understanding	of	 the	 letter	of	credit	process	are	 two	
important	 attributes	 in	 dealing	 with	 letters	 of	 credit.	 Inexperienced	 staff	 exposed	 the	

































“We	have	high	proportion	of	documents	 in	our	 letter	of	credit	operations.	 In	one	
transaction	 for	 instance,	 over	 twenty	 separate	 documents	 and	 each	 has	 its	 own	










“As	 far	 as	 the	 documentation	 is	 concerned,	 the	 manual	 process	 increases	 the	










































	“This	 problem	 is	 usually	 happened	 when	 we	 are	 dealing	 with	 new	 entry	 banks,	






the	 letter	of	credit	process.	Some	of	 the	discrepancy	risks	are	caused	by	 failing	to	 follow	
simple	procedures.	This	is	because	a	number	of	operations	are	controlled	by	the	exporter,	















Figure	 6.8,	 where	 it	 was	 generally	 perceived	 that	 inconsistencies	 discrepancy	 is	 mainly,	
















of	 Credit	 Discrepancy	 Risk	Model	which	 affects	 letter	 of	 credit	 operations.	 According	 to	
Mann	(2000),	defective	documents	are	the	most	common	type	of	discrepancy	in	letter	of	
credit	 operations.	 In	 this	 light,	 the	 documentary	 analysis	 focused	 on	 the	 nature	 and	




























and	 each	 department	 is	 headed	 General	Manager.	 COMD	 is	 the	most	 important	
division	in	the	whole	NNPC.	Ironically,	any	wrong	decisions	taken	with	regard	to	letter	








above,	 we	 only	 follow.	 However,	 customers	 usually	 waive	 some	 discrepancy	





























































Missing	 documents	 is	 the	 most	 serious	 discrepancy	 in	 the	 letter	 of	 credit	 transaction,	
especially	when	the	absent	document	 is	extremely	 important.	Missing	documents,	 in	this	
respect,	 denotes	 omitting	 one	 or	more	 documents	 from	 the	 set	 of	 shipping	 documents,	
invoice	 or	 price	 valuation	 that	 results	 in	 the	 rejection	 of	 the	 entire	 documentation.	 For	
instance,	 the	UCP	600	demands	 the	presentation	of	all	original	documents	and	a	certain	
number	of	copies.	In	more	specific	terms,	if	the	letter	of	credit	states	that	the	bill	of	lading	














by	 the	 terminal	 operator,	 whereas	 COMD	 staff	 monitor	 the	 process	 of	 documentation.	
























“We	rarely	had	 issue	with	 the	bank	 regarding	missing	 shipping	documents.	These	
documents	 the	most	 important	document	 in	 the	whole	NNPC.	 I	guessed	anybody	
who	is	responsible	for	missing	those	documents	will	go	to	jail	direct”.	





































The	above	responses	 imply	 that	 the	NNPC	may	 face	 the	risk	of	missing	documents	while	
dealing	with	a	number	of	different	documents	at	the	same	time	and	processing	a	letter	of	





credit	 between	 different	 units.	 The	 lifting	 company	 is	 much	 more	 likely	 to	 refuse	 the	
















In	 the	 quest	 to	 produce	 the	 full	 required	 documents	 and	 submit	 them	 for	 payment,	
exporters	must	operate	within	the	time	frame	as	per	the	guidelines	mentioned	in	the	letter	







the	 letter	 of	 credit.	 The	 credit	 expiry,	 in	 this	 respect,	 is	 largely	 affected	 by	 four	 factors,	
presentation,	terminal,	procedures	and	discrepancies.	These	allow	the	discrepancy	risks	to	
arise	in	letter	of	credit	operations.	The	main	elements	that	cause	credit	expiry	include	late	








As	 stated	 in	 Article	 14	 of	 UCP	 600,	 documents	 specified	 in	 the	 letter	 of	 credit	must	 be	
submitted	21	days	after	the	bill	of	lading	date,	and	therefore	failure	to	present	them	may	














The	 interviews	 show	 that	 the	 credit	 expiry	 in	 letters	 of	 credit	 upon	which	 the	NNPC	
operates	is	insignificant.	However,	late	presentation	of	documents	may	likely	affect	the	
letter	of	credit	and	causes	credit	expiry	discrepancy.		







Processing	documents	 in	the	 letter	of	credit	 is	the	most	 important	aspect	 in	the	 letter	of	
credit	operation.	In	this	respect,	delays	in	processing	these	documents	affect	the	time	frame	












to	 expire,	 but	 hardly	 occurred	 because	we	 have	 up	 to	 three	months	 before	 this	
become	a	problem”.	
	
The	 responses	 drawn	 from	 the	 interviews	 are	 consistent	 with	 the	 findings	 and	
observations	 on	 the	 documents	 examined.	 The	 conventional	 analysis	 of	 the	

























These	 responses	 show	 that	 the	NNPC	 is	 not	 only	 required	 to	 solve	 disputes	with	 its	
customers	within	the	letter	of	credit	time	frame	in	order	to	avoid	credit	expiry,	but	also	















































Treating	 discrepancy	 risks	 involves	 a	 process	 of	 selecting	 and	 implementing	 appropriate	
control	measures	 in	 dealing	 with	 the	 risk.	 Risk	 treatment	 is	 an	 activity	 of	 selecting	 and	





















One	of	 the	 recognised	 tools	of	 effective	 risk	 treatment	 is	 risk	 avoidance.	 In	 the	Nigerian	
crude	oil	export	letter	of	credit,	this	stage	is	linked	to	the	NNPC’s	strategy	to	adjust	the	letter	
of	credit	operation	so	that	conditions	that	may	trigger	risks	are	eliminated.	Another	thing	





The	NNPC	 normally	makes	 crude	 oil	 available	 for	 shipping	 at	 specific	 terminal.	 To	 avoid	









will	be	rejected.	This	may	cause	a	delay	 in	the	payment	or	 lead	to	non-payment	 in	some	
cases.	The	NNPC	may	avoid	an	activity	associated	with	risk	exposure.	This	can	be	done	by	
simply	 refusing	 to	 assume	 risk	 (Irukwu,	 1999).	 These	 depend	 on	 a	 speedy	 documentary	
process	 and	 punctual	 presentation.	 The	 implication	 here	 is	 that	 the	 NNPC	 will	 have	 to	
















The	 idea	 of	 21-day	 presentation	 is	 to	 give	 the	 bank	 sufficient	 time	 to	 examine	 the	
documents.	Certainly	 it	 takes	 five	banking	days	according	to	Article	14(b).	 It	allows	more	
time	for	correction	in	the	event	of	discrepancies.	This	may	be	time-consuming,	especially	
when	 the	 documents	 are	 to	 be	 returned	 to	 the	 exporter.	 It	 could	 be	 argued	 that	 the	
overriding	discrepancy	of	 late	presentation	may	encompass	the	additional	 letter	of	credit	









delays	 the	 receipt	 of	 letters	 of	 credit	 drawn	 30	 days	 after	 bill	 of	 lading	 dates.	 In	many	
instances,	the	acceptable	presentation	agreed	upon	by	most	applicants	and	beneficiaries	is	






credit	 contract.	However,	despite	discrepancy	 risk	measures	 taken	by	 the	NNPC,	 there	 is	
always	 the	 possibility	 that	 documents	 would	 be	 rejected	 by	 the	 bank	 on	 the	 first	
presentation	 due	 to	 one	 or	more	 discrepancy	 elements.	 As	mentioned	 by	 Baker	 (2000),	



























and	 irrevocable	 letter	 of	 credit	 issued	 by	 the	 foreign	 financial	 institutions.	 The	 exporter	

















documentary	 procedures,	 such	 as	 inspection,	 export	 permission,	 licence	 and	 tariffs	 are	
similarly	checked	and	put	into	consideration	prior	to	the	letter	of	credit	operations.	Thus,	
the	 NNPC	 needs	 to	 establish	 and	 stand	 by	 the	 specified	 preliminary	 requirements	 and	
qualification.	It	 is	noted	that	the	NNPC	has	developed	personal	contacts	with	lifting	firms	
with	regards	to	the	names,	addresses,	contact	phone	numbers,	and	how	problems	can	be	
solved	 simply	 and	 quickly	 should	 a	 discrepancy	 arise.	 Some	 of	 these	 companies	 have	
engaged	in	crude	oil	trading	with	the	NNPC	for	many	years,	and	resolving	issues	may	not,	













of	 credit	 transaction	 would	 significantly	 reduce	 discrepancies.	 Companies	 with	 expert	
personnel	would	have	a	high	probability	of	preparing	error-free	documents.	Baker	(2000)	
argued	 that	 compiling	 this	 documentation	 and	 presenting	 it	 to	 a	 bank	 for	 payment	 is	







The	 risk	 mitigating	 strategy	 offered	 in	 the	 ISO	 31000	 risk	 framework	 emphasises	 that	
compliance	 with	 laws	 and	 regulations	 is	 not	 an	 option,	 but	 a	 necessity.	 Essentially,	 the	
















for	 instance,	 information	 with	 regard	 to	 names	 and	 addresses,	 value,	 volume,	 etc.	 This	
affects	 the	NNPC’s	 letter	of	credit	operations.	 It	 is	 important	 for	 the	exporter	 to	 identify	
whether	 the	 date	 of	 latest	 shipment	 specified	 in	 the	 credit	 provides	 sufficient	 time	 to	
manufacture	or	secure,	arrange	and	ship	the	goods.		
	
The	 exporter	 has	 to	 check	whether	 the	 expiry	 date	 given	would	 be	 enough	 to	 produce,	
prepare	and	submit	the	required	documents	to	the	bank.	It	is	reported	that	the	NNPC	usually	
allows	a	90-day	period	for	the	letter	of	credit	to	expire.	This	allows	more	time	for	letter	of	
credit	 processing	 and	 issuance,	 as	well	 as	 submitting	documents.	However,	 the	exporter	
must	examine	the	list	of	the	required	documents	attached	as	conditions	of	payment	in	the	
letter	of	credit	and	determine	whether	the	amount	of	the	credit	is	sufficient	to	cover	the	














In	 the	 vast	 majority	 of	 cases,	 NNPC	 seeks	 for	 a	 waiver	 against	 discrepant	 documents	










customer	 is	within	their	rights	to	reject	the	documents	owing	to	the	discrepancies.	 If	 the	
waiver	is	not	guaranteed,	another	pathway	can	be	used	to	find	a	common	ground	to	correct	
the	 discrepant	 documents.	 This	 process	 usually	 attracts	 cost.	 It	 is	 believed	 that	 waiving	
discrepancies	 by	 the	NNPC’s	 customers	may	 not	 be	 unconnected	with	 the	 need	 for	 the	
customer	 to	 hold	 the	 documents	 as	 early	 as	 possible	 to	 take	 immediate	 ownership	 and	
delivery	of	the	crude	oil.	The	reason	for	this	is	probably	to	resell	it	to	the	second	buyer	for	a	













































with	 the	 aim	 of	 ascertaining,	 in	 the	 documentary	 examination	 and	 opinion	 of	 the	
participants,	the	nature	and	impact	of	documentary	discrepancy	risks	in	the	Nigerian	crude	
oil	export	industry.	The	result	of	the	analysis	suggests	the	insignificance	of	environmental	


















































This	 chapter	 summarises	 the	 thesis.	 The	 aim	 and	 objectives	 of	 this	 study	 were	 also	
reconsidered.	 It	 brings	 about	 recommendations	 and	 highlights	 the	 contribution	 and	
limitations	of	the	study.	It	is	divided	into	four	sections.	In	Section	7.2	a	summary	of	the	whole	
study	is	presented,	including	the	summary	of	the	findings	of	the	study.	Section	7.3	discusses	
the	 contribution	 of	 the	 study,	while	 Section	 7.4	 presents	 the	 limitations	 inherent	 to	 the	
study.	In	section	7.5	recommendations	are	provided	for	further	research.		
7.2. Discussion		
The	 letter	of	 credit	has	been	adopted	by	NNPC	as	 the	payment	method	 for	 its	 crude	oil	
transactions	 for	 nearly	 two	 decades.	 Similarly,	 many	 National	 Oil	 Companies	 of	 OPEC	
countries	 employ	 letters	 of	 credit	 as	 their	 mode	 of	 payment	 instrument	 in	 order	 to	
































mentioned	 by	 Sayne	 et	 al.	 (2015).	 Hence,	 it	 is	 essential	 for	 the	 NNPC	 to	 perform	 an	










internal	 or	 regional	 conflicts.	 With	 regard	 to	 NNPC’s	 crude	 oil	 export,	 the	 Nigerian	
government	 attempts	 to	balance	 its	 crude	oil	 exports	 to	 countries	between	 continentals	
such	as	North	and	South	America,	Western	Europe,	Africa,	Asia	and	Australia	(NNPC,	2013).	









to	 establish	 the	 accurate	 final	 destination	 of	 the	 crude	 oil	 sold	 by	 NNPC.	 The	 Incoterm	
adopted	in	the	Nigerian	crude	oil	export	is	based	on	Free	On	Board	trade	term.	This	means	
that,	the	more	the	NNPC	disconnects	loading	hose	from	the	vessel,	the	more	the	customer	





as	the	NNPC	attempts	to	shift	customer	risk	to	the	 local	or	 foreign	banks	 involved	 in	the	
transaction,	in	order	to	have	more	payment	security.	However,	not	all	these	banks	have	the	
same	market	strength	and	financial	stability.	It	should	be	noted	that	there	are	a	number	of	









fees	 for	 providing	 confirmation	 service.	 The	 ability	 of	 the	 lifting	 company	 to	 secure	 a	
confirmed	 letter	 of	 credit	 determines	 how	 credit-worthy	 it	 is.	 However,	 NNPC	 can	 still	
maintain	its	irrevocable	letter	of	credit	due	to	the	fact	that	80%	of	the	banks	that	issue	letters	
of	credit	to	NNPC	are	strong	global	banks	located	in	the	developed	countries	with	high	Fitch	
credit	 risk	 classification	 by	 country.	 One	 of	 the	 major	 risks	 exporters	 may	 face	 in	 the	





international	 trade	 is	 foreign	 exchange	 risk.	 In	 every	 letter	 of	 credit,	 there	 must	 be	 an	
indication	of	the	currency	agreed	upon	in	the	sales	contract.	This	means	that	one	party	will	
face	risk	by	using	a	different	currency	due	to	fluctuations.	As	expected,	NNPC	chooses	to	
trade	 in	 United	 States	 Dollars	 (USD)	 only,	 using	 Platts	 oil	 price	 as	 a	 benchmark.	 This	 is	
because,	in	general,	crude	oil	is	traded	per	barrel	in	USD.		
	
Letter	 of	 credit	 requires	 exporter	 to	 fulfil	 their	 obligations	 under	 the	 underlying	 sales	
contract,	to	deliver	the	goods,	hand	over	any	documents	relating	to	them	and	transfer	the	










conditions	 set	 out	 herein	 and	 in	 the	 General	 Conditions	 of	 Sale	 of	 Nigerian	 Crude	 Oil	
















concerned	with	 immediate	 possession	 of	 crude	 oil,	 probably	 at	 the	 earliest	 opportunity	
considering	 that	 the	 payment	 order	 has	 passed	 to	 the	 bank	 in	 anticipation	 of	 crude	 oil	






advises	 the	 customer	 with	 Laycan	 programme,	 writing	 to	 commence	 loading	 based	 on	





documentary	requirement	and	the	intercom	agreed.	 In	FOB,	 it	 is	the	responsibility	of	the	
NNPC	 to	 produce	 shipping	 and	 internal	 documents	 such	 as	 bill	 of	 lading,	 certificates	 of	
quantity	 and	 quality,	 commercial	 invoice,	 price	 valuation	 and	 export	 permit.	 In	 essence,	
NNPC	must	engage	with	third	parties	to	inevitably	produce	all	necessary	shipping	documents	





factors	 such	 as	 procedure	 and	 personnel	 may	 possibly	 affect	 the	 entire	 letter	 of	 credit	
operations	in	meeting	the	requirements.	In	consequence,	the	difficulty	in	generating	these	
external	documents	is	quite	enormous.	In	reality,	processing	these	documents	with	many	
different	 people	 involved	 would	 add	 risk	 to	 the	 entire	 letter	 of	 credit	 operations.	 For	
instance,	the	written	instructions	given	by	S&T	in	the	COMD	in	Abuja	to	the	DPR	office	in	
Lagos,	is	transmitted	to	the	DPR’s	representative	at	the	terminal.	Observation	from	the	data	





shows	 this	 communication	method	 is	 used	 because	 the	 terminals	 are	 located	 in	 remote	
areas,	usually	in	the	Niger	Delta	costal	offshore.		
	
It	 is	 argued	 that	 there	 is	 a	 possibility	 of	 inconsistencies	 or	 error	 in	 the	 communication	
process	 which	 can	 be	 attributed	 to	 human	 behaviour.	 In	 some	 instances,	 adopting	 an	
electronic	 process	 software	may	 reduce	 documentary	 discrepancy	 risks.	 However,	 some	
documentary	 processes	 only	 require	 manual	 processing	 which	 is	 likely	 to	 increase	 non-
compliance	risk.	This	reflects	the	view	of	Kazmiercryk	(2006)	who	states	that	the	possible	
risk	connected	with	documentation	in	a	given	commercial	transaction	cannot	be	avoided.	





According	 to	 Baker	 (2000)	 the	 most	 common	 discrepancies	 faced	 by	 banks	 examining	
documents	under	letters	of	credit	transactions	are	errors	and	lack	of	understanding	on	how	
to	 prepare	 documents.	 These	 are	 the	 result	 of	 lack	 of	 effective	 process	 management	
attributed	to	some	factors	such	as	terminal	operations,	personnel,	vessels,	procedures	and	
workforce.	However,	 this	may	not	be	a	surprise,	as	documentary	discrepancy	 in	 letter	of	








risk	 factors	 of	 inconsistency	 discrepancy	 could	 be	 personnel,	 procedures,	workforce	 and	
technical,	while	the	causes	are	related	to	lack	of	training,	system	failure,	human	error	and	







presentation	 of	 documents.	 In	 each	 process,	 the	 decisions	 must	 be	 prepared	 and	
implemented	 supported	 by	 departments,	 units	 and	 sub-units.	 The	 procedure	 can	 be	
identified	as	one	of	the	major	discrepancies	risk	factors.	However,	there	are	a	number	of	
elements	 that	 seem	 to	 be	 the	 causative	 agents	 of	 the	 procedural	 risk	 factors	 such	 as	
documentations,	 letter	 of	 credit	 amendments,	 bureaucracy	 and	 work	 overload	 in	 the	
system.		
	
Because	personnel	are	the	key	resource	 in	 the	company’s	operations,	 the	anticipation	of	
related	 risk	 threats	 may	 be	 directed	 toward	 a	 company’s	 employees.	 In	 the	 context	 of	






The	presentation	of	documents	 is	one	of	 the	major	 factors	 connected	 to	 the	 root	effect	
arrow	that	triggers	late	presentation	and	credit	expiry	discrepancy	as	demonstrated	in	the	
export	letter	of	credit	operations	discrepancy	model.	According	to	UCP	600,	the	exporter	is	
required	 to	 submit	documents	21	days	after	 the	bill	of	 lading	date,	and	 failure	 to	do	 so,	
therefore,	 would	 result	 in	 the	 discrepancy.	 However,	 the	 delay	 in	 dispatching	 these	





















































































of	 bank	 default	 risk.	 The	 majority	 of	 these	 banks	 are	 located	 in	 developed	 countries.	
Arguably,	 this	 does	 not	 require	 the	 NNPC	 to	 impose	 a	 confirmed	 letter	 of	 credit	 as	 the	
payment	is	considered	guaranteed,	provided	that	the	documents	submitted	are	free	from	
discrepancy.		














risk	 effects,	 namely:	 late	 presentation	 of	 documents,	 late	 shipment,	 inconsistencies,	






Firstly,	 the	 documents	 relating	 to	 928	 letters	 of	 credit	 show	 that	 late	 presentation	 of	








Secondly,	 the	 documentary	 examination	 showed	 that	 the	 NNPC	 experiences	 a	 late	
shipments	discrepancy.	The	findings	underscore	the	NNPC’s	crude	oil	terminal	operations	
and	shipping	documentations.	The	findings	suggest	that	the	NNPC	will	have	to	enhance	its	


























amounting	 to	 only	 4%	 of	 the	 total	 discrepancies,	 the	 absence	 of	 any	 of	 the	 original	
documents	presents	a	serious	danger	that	may	cause	non-payment	to	the	NNPC	of	the	crude	
oil	 proceeds.	 Successful	 preparation	 and	 lodgement	 of	 a	 full	 set	 of	 documents	 requires	
careful	consideration	by	staff.			
Finally,	the	discrepancy	in	the	NNPC’s	letter	of	credit	operation	in	the	area	of	credit	expiry	
suggests	 that	 this	 discrepancy	 is	 quite	 insignificant.	 However,	 the	 implication	 of	 this	
discrepancy	is	that,	if	expiry	discrepancy	occurred,	the	bank	would	not	be	able	to	act	on	the	







risks	 in	 letter	 of	 credit	 operations	 incorporated	 in	 the	 integrated	 export	 letter	 of	 credit	
operations	 discrepancy	model	 (see	 Section	 4.4).	 This	 has	 shown	 that	 research	 objective	
three	has	been	achieved.	The	model	identified	these	factors.	
The	 analysis	 revealed	 the	 presence	 of	 nine	 factors	 that	 are	 responsible	 for	 the	 six	
documentary	discrepancy	risks.	The	findings	suggest	that	terminal	operation	factors	affect	





the	 letter	 of	 credit	 operation,	 contributing	 to	 four	 discrepancy	 risks	 such	 as	 defective	
documents,	late	shipment,	late	presentation	and	credit	expiry.	The	personnel	and	procedure	
risk	 factors	 are	 also	 found	 to	 be	 positive	 factors	 in	 the	 letter	 of	 credit	 operations.	 For	









the	 NNPC	 delays	 correcting	 the	 documents	 rejected	 by	 the	 bank	 on	 the	 grounds	 of	
discrepancy.	Having	noted	that	the	presentation	factor	affects	the	letter	of	credit	operation,	
its	 impact	 is	only	 limited	to	 late	presentation	and	credit	expiry.	This	 factor	 relates	 to	 the	






the	 major	 and	 sub	 causes	 across	 six	 discrepancy	 effects	 in	 the	 NNPC’s	 letter	 of	 credit	
operations	for	the	exports	of	Nigerian	crude	oil.		
The	interviewees	perceived	that	the	late	presentation	of	documents	to	the	issuing	bank	by	




















effect	of	 this	discrepancy	as	 it	did	not	constitute	a	 threat.	The	 findings	of	 the	 interviews	
revealed	that	the	causes	of	the	late	shipment	include	failure	of	the	shipping	company	to	act	
in	 time,	difficulty	 in	 locating	of	oil	 terminal,	 the	 late	arrival	 of	 the	 ship,	delays	 in	 issuing	









waive	 the	 discrepancy.	 The	 interviewees	 perceive	 that	 discrepancies	 in	 defective	
documentation	is	also	believed	to	have	been	caused	by	ambiguous	requests	of	credit	issuers,	
operational	 difficulties,	 wrong	 decision	making	 and	 forgetfulness	 along	 the	 process.	 For	
instance,	it	is	difficult	for	interviewees	to	understand	some	clauses	in	the	credit	issued,	thus	
they	 interpreted	 the	 request	 differently.	 The	 sub-causes	 regarding	 forgetfulness	 are	





reported	 as	 a	 failure	 to	 place	 a	 signature,	 date,	 stamp	 or	 seal	 on	 one	 or	 more	 of	 the	
documents.						
The	interviews	provide	insignificant	evidence	of	missing	document	in	the	NNPC’s	letter	of	
credit	operations.	As	 the	 result	 shows,	missing	document	discrepancy	 rarely	exists	but	 it	
could	 potentially	 have	 an	 impact.	 Interviewees	 opined	 that	 improper	 and	 inaccurate	



















Basically,	 the	 NNPC	 scrutinises	 the	 letter	 of	 credit	 and	 ascertains	 the	 credit	 details	 for	
possible	amendment.	Lack	of	attention	to	details	may	allow	a	discrepancy	to	exist	and	create	
a	significant	problem	for	the	NNPC’s	crude	oil	payments.	












This	 thesis	 investigated	 the	 documentary	 discrepancy	 risk	 in	 the	 NNPC’s	 letter	 of	 credit	
operations	in	the	crude	oil	export.	The	thesis	has	made	a	number	of	contributions.		
Firstly,	 this	 thesis	 is	 unique	 in	 that	 it	 is	 the	 first	 of	 its	 kind	 to	 develop	 and	 utilise	 the	
conceptual	 Export	 Letter	 of	 Credit	 Operations	 Discrepancy	 Risk	 Model,	 to	 explore	 the	
documentary	discrepancy	risks	in	the	Nigerian	crude	oil	export	industry	using	documentary	
analysis.	This	research	is	the	only	one	known	to	have	investigated	the	factors,	causes	and	







followed	 it	 up	with	 interviews,	 in	 order	 to	 assess	 the	practical	 causes	 and	 factors	 in	 the	
Nigerian	oil	letter	of	credit	operations					
Thirdly,	with	 the	 importance	of	 crude	oil	exports	 to	 the	Nigerian	economy,	 this	 research	
contributes	by	attracting	the	attention	of	policy	and	decision	makers.	This	forms	a	basis	for	
understanding	 the	 consequences	 of	 the	 letter	 of	 credit	 discrepancy	 risks	 in	 the	Nigerian	
crude	oil	export,	not	only	with	regard	to	operational	difficulties,	but	also	payment	delays.	
Finally,	this	thesis	contributes	to	the	existing	body	of	knowledge	on	the	letter	of	credit.	It	















which	 can	 affect	 the	 result	 of	 the	 analysis.	 However,	 necessary	 steps	 were	 taken	 in	
conducting	interviews	to	minimise	these	limitations.	
There	is	a	limitation	when	applying	the	findings	of	the	study	relating	to	crude	oil	export	to	







While	 the	extensive	 literature	has	widely	discussed	the	documentary	discrepancy	risks	 in	
letter	 of	 credit	 operations,	 there	 are	 no	 known	 studies	 that	 have	 investigated	 the	
discrepancy	risks	in	crude	oil	sales.	So	far,	no	study	has	specifically	focussed	on	the	Nigerian	
crude	oil	export	letter	of	credit	operations	discrepancy	risks.	Considering	that	the	findings	of	
this	 study	 have	 adequately	 addressed	 the	 research	 objectives,	 other	 areas	 relating	 to	
documentary	 letter	 of	 credit	 discrepancy	 risks	 in	 the	 crude	 oil	 industry	 can	 be	 further	
investigated.	 In	 particular,	 this	 thesis	 highlighted	major	 areas	 that	 could	 demand	 special	
focus	in	the	near	future.		
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